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IN  THE  SENATE  OF  THE  UNITED  STATES  , 

j\L\Rcii  25,1976 

^Ir.  Talmadce  (for  himself,  ^Iv.  LoxG,  Mr.  Eibicoff,  Mr.  Eastland,  Mr. 
HoLLixGS,  jNIr.  Moss,  ^Ir.  Ixouye,  Mr.  Dojiexici,  Mr.  Gravel,  Mr.  Percy, 
and  Mr.  RAXDOLrii)  introduced  the  following  bill;  which  was  read  twice 
and  referred  to  the  Conmiittee  on  Finance 


A  BILL 

To  provide  for  the  reform  of  the  administrative  and  reimburse- 
ment procedures  crn'rently  employed  under  the  medicare  and 
medicaid  programs,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  this  Act  may  be  cited  as  the  ''Medicare-Medicaid 

4  Administrative  and  Eeimbursement  Eeform  Act". 
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1  ESTABLISHMENT  OP  HEALTH  CAEE  FINANCING 

2  ADMINISTEATION  '  ■ 

3  Sec.  2.  (a)  Section  702  of  tlie  Social  Security  Act  is 

4  amended — 

5  (1)  by  inserting  ''(a)"  immediately  after  ^'Sec. 


6         702.",  and 


3 

1  (2)  by  adding  at  the  end  thereof  the  following  new 

2  subsection : 

3  "(b)  (1)  The  Secretary  shall  estabhsh,  within  the  De- 

4  partnient  of  Health,  Education,  and  Welfare,  a  separate  orga- 

5  nizational  unit  to  be  known  as  the  Health  Care  Financing 

6  Administration  (which  shall  include  the  functions  and  pcr- 

7  sonnel  of  administrative  entities  kno^m,  as  of  the  date  of 

8  enactment  of  this  subsection,  as  the  'Bureau  of  Health  Insur- 

9  ance',  the  'Medical  Semces  Administration',  the,  'Bureau  of 

10  Quality  Assurance',  and  the  'Office  of  N^ursing  Home  Affairs' 

11  and  related  research  and  statistical  units)   which  shall  be 

12  under  the  direction  of  the  Assistant  Secretary  for  Health  Care 

13  Fmancing,  who  shaU  report  directly  to  the  Secretary  and 

14  who  shaU  have  policy  and  administrative  responsibility  for 

15  the  programs  estabhshed  by  titles  XVIII  and  XIX,  part  B 

16  of  title  XI,  and  for  the  renal  disease  program  established  by 

17  section  226.  Such  Assistant  Secretary  may  not  have  any 

18  other  duties  or  functions  assigned  to  him  which  would  prevent 

19  such  Assistant  Secretary  from  carrying  out  the  duties  im- 

20  posed  by  the  preceding  sentence  on  a  full-time  basis. 

21  "(2)  (A)  There  shall  be  established,  within  the  De- 

22  partment  of  Health,  Education,  and  Welfare,  an  Office  of 

23  Central  Fraud  and  Abuse  Control.  Such  unit  which  shall  be 

24  under  the  direction  of  the  Inspector  General  for  Health 

25  Administration  estabhshed  under  section  1124  shall  have 
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1  overall  responsibility  for  (i)  monitoring  activities  which  are 

2  designed  to  deal  with  fraud  and  ahuse,  at  various  program 

3  levels,  in  the  programs  established  by  titles  V,  XVIII,  and 

4  XIX,  part  B  of  title  XI,  and  the  renal  disease  program 

5  established  b}^  section  226,  and  (ii)  initiating  and  conduct- 

6  ing  direct  investigation  with  respect  to  alleged,  actual,  or 

7  potential  fraud  or  abuse  in  any  of  such  programs.  Such  unit 

8  shall  also  provide  investigative  support  and  assistance  to 

9  United  States  attorneys  and  State  law  enforcement  authori- 

10  ties,  upon  their  request,  in  the  development  of  fraud  cases 

11  arising  out  of  any  such  programs,     '  •;•,  )' o  i  v.-} 

12  '  "(B)  The  General  Counsel  of  the  Department  of  Health, 

13  Education,  and  AYelfare  is  authorized  to  prosecute  any  civil 
11  fraud  case,  arising  out  of  any  such  programs,  when  in  his 

15  opinion   the  Department   of  Justice   has  not  acted  in 

16  timely  fashion  following  referral  of  such  case  to  the  appro- 

17  priate  United  States  attorney  and  when  in  the  opinion  of  the 

18  General  Counsel  such  prosecution  is  appropriate.". 

19  (1j)  (1)  There  shall  be  in  the  Department  of  Health, 

20  Education,  and  Welfare  an  Assistant  Secretary  for  Health 

21  Care  Einancing,  who  shall  be  appointed  by  the  President, 

22  by  and  with  the  advice  and  consent  of  the  Senate. 

^is^-  (2)  Section  5315  of  title  5,  United  States  Code,  is 

24  amended  in  paragraph   (17)  by  striking  out  "(5)"  and 

25  inserting  in  lieu  thereof  "  ( 6 ) 
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1  IIs^SPECTOE  GENERAL  FOR  HEALTH  ADMINISTRATION  ^ 

2  Sec.  3.   (a)  Title  XI  of  the  Social  Security  Act  is 

3  amended  by  adding  immediately  after  section  1123  the  fol- 

4  lowing  new  section :       ■  _»•!!    -!  jii.ji^  )1  (i)  .  ^ 

5  "inspector  general  for  health  administration,, 

6  "Sec.  1124.  (a)  (1)  In  addition  to  other  officers  within 

7  the  Department  of  Health,  Education,  and  AVclfare,  there 

8  shall  be,  within  such  Department,  an  officer  v^^ith  the  title  of 

9  'Inspector  General  for  Health  Administration'  (hereinafter 
JO  in  this  section  refeiTed  to  as  the  'Inspector  General'),  who 

11  shall  be  appointed  initiall}'  and  reappointed  on  or  after  Feb- 

12  ruary  1,  1977,  by  the  President,  by  and  with  the  advice  and 

13  consent  of  the  Senate.  In  addition,  there  shall  be  a  Deputy 

14  Inspector  General  for  Health  Admmistration  (heremafter 

15  referred  to  as  the  'Deputy  Inspector  General'),  and  such 
IG  additional  personnel  as  may  be  required  to  carry  out  the 

17  functions  vested  in  the  Inspector  General  by  this  section. 

18  "(2)  The  term  of  office  of  any  individual  appointed  or 

19  reappointed  to  the  position  of  Inspector  General  shall  expire 

20  ^  years  after  the  date  he  takes  office  pursuant  to  such  appoint- 

21  ment  or  reappointment. 

22  "  (^^)  The  Inspector  General  shah  report  directly  to  the 

23  Secretaiy  of  Health,  Education,  and  Welfare  (hereinafter 

24  in  this  section  referred  to  as  the  'Secretary')  ;  and,  in  carry- 

25  ing  out  the  functions  vested  in  him  by  this  section,  the 
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1  Inspector  General  shall  not  be  under  the  control  of,  or 

2  subject  to  supervision  by,  any  officer  of  the  Department  of 

3  Health,  Education,  and  Welfare,  other  than  the  Secretary. 

4  "(c)  (1)  It  shall  be  the  duty  and  responsibility  of  the 

5  Inspector  General  to  arrange  for,  dhect,  or  conduct  such 

6  reviews,  inspections,  and  audits  of  the  health  insiu'ance  pro- 

7  gram  established  by  title  XVIII,  the  medical  assistance 

8  programs  established  pursuant  to  title  XIX,  and  any  other 

9  programs  of  health  care  (including  related  programs)  au- 

10  thorized  under  any  other  title  of  this  Act  as  he  considers 

11  necessary  for  ascertaining  the  efficiency  and  economy  of  their 

12  administration,  thek  consonance  with  the  provisions  of  law 

13  by  or  pursuant  to  which  such  programs  were  established, 
14.  and  the  attainment  of  the  objectives  and  purposes  for  which 

15  such  provisions  of  law  were  enacted. 

16  "  (2)  The  Inspector  General  shall  maintain  continuous 

17  observation  and  review  of  programs  with  respect  to  which  he 

18  has  responsibihties  under  paragraph  (1)  of  this  subsection 

19  for  the  purpose  of —       '  ;    i/M; ' 

20  :  "  (^)  determining  the  extent  to  which  such  pro- 

21  grams  are  in  compliance  with  apphcable  laws  and 

22  regulations;     '! .  '  . 

23  ^  '      (B)  making  recommendations  for  the  correction  of 

24  deficiencies  in,  or  for  improving  the  organization,  plans, 

25  procedures,  or  administration  of,  such  programs;  and 
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1  "(C)  evaluating  the  effectiveness  of  such  programs 

2  in  attaining  the  objectives  and  purposes  of  the  provisions 

3  of  law  hy  or  pursuant  to  which  such  programs  were 

4  established.  ^              ,  . 

5  *'(d)  (1)  Tor  purposes  of  aiding  in  carrying  out  his 

6  duties  under  this  section,  the  Inspector  General  shall  have 

7  access  to  all  records,  reports,  audits,  reviews,  documents, 

8  papers,  recommendations,  or  other  material  available  to  the 

9  Department  of  Health,  Education,  and  Welfare  which  relate 

10  to  the  programs  ^\'ith  respect  to  which  the  Inspector  General 

11  has  responsibihties  under  this  section. 

12  "  (2)  The  head  of  any  Federal  department,  agency,  of- 

13  fice,  or  instiimaentality  shall,  and  the  head  of  any  State 

14  agency  administcrmg  or  supervismg  the  administration  of 

15  any  State  plan  related  to  health  care  approved  under  the 

16  Social  Secmity  Act  shall,  at  the  request  of  the  Inspector 

17  General,  provide  any  information  which  the  Inspector  Gen- 

18  eral  determines  wiU  be  helpful  to  him  in  carrying  out  his 

19  responsibihties  under  this  section. 

20  "(3)  The  Inspector  General  may  refer  directly  to  any 

21  other  departments  or  agencies  for  appropriate  consideration 

22  and  action  such  matters  and  cases  as  may  be  within  their 

23  areas  of  concern  and  responsibility. 

24  "  (4)  The  Inspector  General  may,  in  his  discretion,  pro- 

25  vide  assistance  within  his  competence,  with  the  approval  of 
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1  the  Secretary,  to  any  departnieiit,  agency,  or  siibagency  of 

2  tlie  Federal  Government  upon  request  of  the  chief  officer  of 

3  any  such  department  or  agency. 

4  "(e)(1)  The  Inspector  General  may,  from  time  to  time, 

5  submit  such  reports  to  the  Committee  on  Finance  of  the  Sen- 
G  ate  ami  tlie  Committee  on  Ways  and  Means  and  the  Com- 

7  mit!e(>  on  Tnlei'stale  and  l^^si'ci.uii  Goimiierce  of  the  House  of 

8  lU'Dresentatives  I'clatino-  to  Ids  activities  as  lie  deems  to  be 

9  appropriate. 

10  "(2)  Whenever  any  of  the  committees  referred  to  in 

11  paragraph  ( 1 )  makes  a  request  to  the  Inspector  General  to 

12  furnish  such  committee  with  any  information,  or  to  conduct 

13  any  stud_y  or  investigation  and  report  the  findings  resulting 
1^  therefrom  to  sucli  connnittee,  the  Inspector  General  shall 

comp]}^  with  such  request.  /  ■  - 

16  "(f)   TIr'  Inspector  General  may  make  expenditiu'es 

1'^  (not  in  excess  of  $100,000  in  any  fiscal  year)  of  a  coufi- 

l'*^  dential  nature  when  he  finds  that  such  expenditures  are  in 

19  aid  of  inspections,  audits,  or  reviews  under  this  section;  but 

20  such  expenditures  so  made  shall  not  be  utilized  to  make  pay- 

21  ments,  to  any  one  individual,  the  aggregate  of  which  exceeds 

22  $5,000.  The  Inspector  General  shall  submit  annually  a  confi- 

23  dential  report  on  expenditures  under  this  provision  to  the 
21  Coimiiittee  on  Finance  of  the  Senate  and  (lie  Committees  on 


1  Ways  and  Means  and  Interstate  and  J'oreign  Commerce 

2  of  the  House  of  Eepresentatives.  -nir  :. 

3  "(g-)  (1)  Expenses  of  the  Inspector  General  relating  to 

4  the  health  insurance  program  established  by  title  XVIII  shall 

5  be  payable  from  the  Federal  Hospital  Insurance  Trust  Fund 
Q  and  from  the  Federal  Supplementary  Medical  Insurance 

7  Trust  Fund,  with  such  portions  being  paid  from  each  such 

8  Fmid  as  the  Secretary  shall  deem  to  be  appropriate.  Expenses 

9  of  the  Inspector  General  relating  to  medical  assistance  pro- 

10  grams  established  pursuant  to  title  XIX  shall  be  payable  from 

11  funds  appropriated  to  carry  out  such  title;  and  expenses  of 

12  the  Inspector  General  relating  to  any  program  of  health  care 

13  authorized  under  any  title  of  this  Act   (other  than  titles 

14  XVIII  and  XIX)  shall  be  payable  from  funds  appropriated 

15  to  carry  out  such  program.  <  i  f ;  m  < : ,]  i  ,^  :  1 1  y/r  -,  i; 

16  "  (2)  Notwithstanding  any  other  provision  in  law,  per- 

17  sonnel  requirements  for  the  Central  Fraud  and  Abuse  Con- 

18  trol  Unit  and  the  Office  of  the  Inspector  General  shall  not 

19  be  subject  to  numerical  or  budgetary  limitation.  The  per- 

20  sonnel  and  budgetary  requirements  of  such  units  shall  be 

21  submitted  as  line  items'  by  the  President  in  the  submission 

22  of  his  budget.  i'^' 

23  "(3)  There  are  hereby  authorized  to  be  appropriated 
S.3205  2  ■ 
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1  such  sums  as  may  be  necessary  to  carry  out  the  pm'poses  of 

2  this  section.  •       -  ■■  •  -  -    •  -  ' 

3  "  (^0  ^^^^  Secretary  shall  provide  the  Inspector  General 

4  and  his  staff  with  appropriate  and  adequate  office  space 

5  \Aithin  the  central  and  regional  facilities  of  the  Department 

6  of  Health,  Education,  and  Welfare,  together  with  such 

7  equipment,  office  supplies,  and  communications  facilities  and 

8  services,  as  may  be  necessary  for  the  operation  of  such 

9  office  and  shall  provide  necessary  maintenance  services  for 
10  such  office  and  the  equipment  and  facilities  located  therein." 


11  .    (b)   Section  5315  of  title  5,  United  States  Code,  is 

12  amended  by  inserting  at  the  end  thereof:   ' 

13  "(95)  Inspector  General  for  Health  Administra- 

14  tion."  ■  -'u  r^v-  '  '  >/:  .:: 

15  STATE  MEDICAID  AD^MINISTRATTON 

16  Sec.  4.  (a)  Section  1902  (a)  is  amended  by  adding  at 

17  the  end  thereof  the  fohowing  new  sul)sections : 

18  .  ■     ''(37)  provide—             u  ; 

19  '     "(A)  for  the  making  of  eligibility  determina- 

20  -  tions  under  the  plan,  on  the  basis  of  applications  for 

21  coverage,  within  thirty  da^^s  of  the  date  of  such 

22  application  for  ah  individuals:  (i)  receiving  aid  or 

23  ■  ■    assistance  (or  who  except  for  income  and  resources 

24  would  be  eligible  for  aid  or  assistance)  under  any 

25  plan  of  the  State  approved  under  title  I,  X,  or  XVI 
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1  (for  the  aged  and  the  hhnd)  or  part  A  of  title  IV,  or 

2  (ii)  with  respect  to  whom  supplemental  secmity  in- 

3  come  benefits  are  being-  paid  (or  who  would  except 

4  for  income  and  resources  be  eligible  to  have  paid 

5  with  respect  to  them  supplemental  security  income 

6  benefits)  under  title  XVI  on  the  basis  of  age  or 

7  blindness;  and  '  ,  ;  ; 

8  "  (^)  for  the  making  of  eligibihty  determina- 

9  tions  under  the  plan,  on  the  basis  of  a2)plications  for 

10  coverage,  within  sixty  da3^s  of  such  application  for  all 

11  individuals:  (i)  receiving  aid  or  assistance  (or  who 

12  except  for  income  and  resources  would  be  eligible 

13  for  aid  or  assistance)  on  the  basis  of  disabihty  mider 

14  any  plan  of  the  State  approved  under  title  XIV  or 

15  XVI,  or  (ii)  with  respect  to  whom  supplemental 

16  security  income  ])enefits  are  l)eing  paid  (or  who 

17  would  except  for  income  and  resources  1)e  eligible 

18  to  have  paid  with  respect  to  them  supplemental 

19  securit}'  income  benefits)  under  title  XVI  on  the 

20  basis  of  disability ;  : 

21  "(C)  for  the  making  of  redeterminations  of 

22  eligibihty  for  persons  specified  in  subparagraphs 

23  (A)  and  (B)  :  (i)  when  required  on  the  basis  of 

24  information  the  agency  has  previously  obtained  on 

25  anticipated  changes  in  the  individual's  situation,  (ii) 
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V  !.  :  .'^f  ('..within  thirty  days  after  receiving  information  on 
-2-  V  di'vj'ic  i  changes  in  an  individual's  circumstances  which  may 
h.j- 7  affect  his  ehgibihty,  and  (iii)  periodically  but  not 
;4-',  often  than  every  six  months ;  / 

.  5:,. ,  ;  V  •  .  "(38)  provide  for  methods  and  procedures  to  as- 
i  g  0  sure  accuracy  in  the  determinations  of  eligibility  for  med- 
q  ical  assistance  and  provide  that  the  error  rate  for  eligi- 
.gr;,i;  bility  determinations  made  on  or  after  October  1,  1977, 
;9    -     may  not  exceed  the  rate  specified  in  section  1911  (b)  ; 

XO  and        -.   ,     •       -  ,;,  ■    .mZi  '     .T-nH  ai'i  ' 

XX  /.  rn  •  ■     "  (39)  provide  for  claims  payment  procedures  which 

12  assure  that  (A)  95  per  centum  of  clean  claims  (claims 

13  for  which  no  further  written  inform.ation  or  substantiation 

14  is  required  from  the  provider  or  any  other  person,  in  the 

15  absence  of  which  payment  may  not  be  made)  be  paid 

16  within  thirty  days  of  receipt  of  the  claim  from  the  pro- 

17  vider,  and  that  99  per  centum  of  such  claims  be  paid 

18  :  i  ;  within  ninet}^  days,  and  (B)  both  prepaj^ment  and  post- 
19         payment   claims   review   procedures    are  performed^ 

20  including —  •  -  rrf- ^  1 

21  /  '  ;  ii  "(i)  review,  on  a  reasonable  sample  or  more 

22  -.rr- {•:•;■:;(!»!  extensive  basis,  to  determine  the  accuracy  of  data 

23  entry;  ip'.r  ..'vf./  {1}  -  (fl)  [uji';  (L)  '  ■  ■ 

24  Ksuuiifio  vi      (ii)  review  to  determine  that  the  provider  is  a 

25  i oil participating  provider;        ^bJ/  'i 


13 

2  "  (iii)  review  to  detennine  whether  the  service 

2  is  covered  under  the  State's  plan ;  - 

3  (iv)  review  to  determine  that  the  recipient  is 

4  eligible  for  medical  assistance;     i^:  -^'-^  ^ 

5  "  (^)  I'eview  of  claims  against  recipient  utiliza- 

6  tion  patterns;  "        '  •  •  '^''  --^-i 

7  (vi)  review  to  determine  that  the  charge  is  a 
3  reasonable  charge,  and  that  payments  made  are  not 
9  in  excess  of  those  allowable  under  the  program; 

10  "(^ii)  review  to  determine  and  recover  any 

11  third  party  liability ;      ■    .  r..   ;  -i..- -  .  r; 

12  "  (viii)  review  to  assure  that  there  has  been  no 

13  duplicate  billing;      •'  ■■'•it  ,'i 

14  ''(ix)  review  on  a  reasonable  sample  or  more 

15  extensive  basis,  for  determination  of  possible  fraud, 

16  including  identification  and  investigation  of  situations 

17  ill  which  fraud  may  exist,  and  referral  of  such 

18  situations  to  law  enforcement  officials.". 

19  (b)   Section  1902(a)  (6)  is  amended  by  adding  the 


20  following  at  the  end  thereof:  "such  reports  are  to  be  made 

21  in  an  accurate  and  timely  fashion,  no  later  than  sixty 

22  days  following  the  close  of  the  reporting  period  for  monthly 

23  and  quarterly  reports,  and  no  later  than  one  hundred  and  five 

24  days  following  the  close  of  the  reporting  period  for  yearly 

25  reports,  and  shall  include  at  a  minimum— 
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1  "  (A)  quarterly  reports  to  the  Secretary  on — 

2  (i)   eligibility  determinations,  including  the 

3  number  of  applications  for  medical  assistance  pend- 

4  ing  at  the  beginning  of  the  quarter,  the  number  ap- 

5  proved,   disapproved,   or  withdrawn   during  the 

6  quarter,  and  the  number  pending  at  the  end  of  the 

7  quarter,  including  statistics  on  the  number  of  such 

8  determinations  made  ^^■itllin  the  time  periods  speci- 

9  fied  in  section  1902(a)  (37)    (A)  and  (B)  ; 

10  "  {'^)  t'^e  State's  quality  control  programs,  in- 

11  eluding  statistics  on  those  declared  ineligible  who 

12  ,  are  found  upon  reexamination  to  be  eligible,  those 

13  declared  ehgible  who  are  found  upon  reexamination 

14  to  be  ineligible,  and  those  for  whom  an  incorrect 

15  determination  of  financial  habihty  was  made; 

16  .  ,     "(iii)  claims  payment,  including  statistics  on 

17  .  the  luimber  of  claims  penchng  at  the  beginning  of 

18  the  quarter,  submitted  durmg  the  quarter,  paid  dm- 

19  ing  the  quarter,  and  pending  at  the  end  of  the  quar- 

20  ter,  distributed  l)y  specified  time  periods  during 

21  which  the  claim  was  held,  including  the  number  held 

22  for  the  time  periods  specified  in  subsection  (a) 

23  -  ;  (39)  (A),  and  information  on  the  results  of  the 

24  claims  review  procedures  required  under  subsection 

25  (a)(39)(B);    .  .  ^  ,:.d^  ;   n  ^ ,  .on>i 


"(B)  statistics  on  the  iiimil)er  of  providers  partici- 
pating in  the  State  xerogram  authorized  under  this  title, 
(l»y  bed  size  in  the  case  of  institutions)  and  niajor  geo- 
graphic locations;  • 

"  (0)  information  on  utilization  of  services  under  the 
State  program,  including  statistics  on —     .  '    '    I'O    •  , 
'*  (i)  recipients  and  paj'ment^  by  basis  of  eligi- 
bility and  maintenance  assistance  status  of  the  recipi- 
ent and  the  type  of  medical  services  received; 

"  (il)  selected  units  of  service,  including  admis- 
sions and  days  of  care  for  inpatient  care,  and  the 
numljcr  of  visits  or  items,  such  as  physician  visits 
and  drug  prescriptions,  for  outpatient  care; 

(iii)  approximate  number  of  recipients  in 
skilled  nursing  facilities,  intermediate  care  facilities, 
and  mentfil  hospitals,  whose  care  was  reviewed  with 
either  independent  professional  review  or  medical 
review ; 

(iv)  utilization  of  services,  by  age  cohorts,  sex, 
and  race  of  the  recipient;  and  ' 

(v)  information  relating  to  the  number  of  re- 
cipients receiving  inpatient  care  and  their  primary 
diagnoses ; 

"(D)  data  on  the  eligible  population,  including  the 
number  of  those  ehgible  by  basis  of  eligibihty  and  mainte- 


16 

,.      nance  assistance  status,  and  information  on  tlie  review 
procedures  required  under  section  1902  (a)  (39)  (B).". 
3>;;;.  iv  i  (c)  Amend  section  1903  by  adding  at  the  end  thereof 

4  the  following  new  subsection:     :  ^'iii  v-ii  -iHs 

5:  ■■■  .  .  "  (n)  (1)  Effective  with  the  calendar  quarter  beginning 
Q  on  October  1,  1977,  and  for  each  subsequent  calendar  quar- 
7    ter,  the  amount  paid  to  each  State  under  paragraphs  (a)  (2) , 

5  (a)  (3),  and  (a)  (6)  shall  be  subject  to  a  reduction  or  ter- 
9   mination  unless  the  State  makes  a  showing  satisfactory  to 

XO    the  Secretary  that —  ■ -  ■;,;) 

^i.:  (A^)  95  per  centum  of  medical  assistance  eligibil- 

12  ity  determinations  are  made  within  the  time  frames 

13  specified  under  section  1902  (a)  (37)   (A)  and  (B)  ; 

14  :  r  ,!  .  (B)  the  State's  error  rate  for  eligibility  determi- 
15,!  ,;  '  nations  is  equal  to  or  below  the  rate  specified  in  section 
16  ^  '  '  .1911  (b)    except   that  for  purposes   of  determining 

!  ,!  whether  a  State  has  met  the  requirements  of  this  para- 
18  graph  there  shall  not  be  taken  into  account  the  error 
19'.     .  '  rates  for  those  persons  whose  eligibiht}^  is  determined 

20  under  a  State  plan  approved  under  titles  I,  X,  XIV, 

21  i    :  =  XVI,  or  part  A  of  title  IV  or  by  the  Secretary  pursu- 

22  ''iii'i  ant  to  an  agreement  under  section  1634; 

23  (0)  tlie  State  is  processing  claims  for  pa3nnent 
■24'         within  the  time  frame  specified  in  section  1902  (a)  (39) 
■25:f?;,!U  :  (A)  and  applying  prepayment  and  postpayment  claims 
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1  review  procedures  specified  in  section  1902  (a)  (39) 

2  (B) ; and  "  - 

3  "(T^)  t^'e  State  is  making  timeh'  and  complete  re- 

4  ports  to  the  Secretary  on  tlie  operation  of  its  medical 

5  assistance  progTam  within  the  time  frame  and  includmg 

6  such  information  as  is  specified  in  section  1902  (a)  (6) . 

7  "  (-)  The  Secretaiy  shall  conduct  an  onsite  survey  in 

8  each  State  at  least  annuall}^  of  State  perfomiance  in  eacli 

9  category  under  paragraph  ( 1 ) .  The  methodology  and  pro- 

10  cediires  employed  for  such  onsite  survey  for  each  State  must 

11  be  formalty  approved  (which  may  mvolve  onsite  evalua- 

12  tion)  by  the  Comptroller  General  of  the  United  States; 

13  (3)  An)^  State  which  fails  to  meet  one  or  more  of  the 
11:  requirements  specified  in  subparagraphs  (A),  (B),  (C), 
I  j  or  (D)  of  paragraph  (1)  as  determined  in  an  onsite  smwey 

16  as  provided  imder  paragraph  (2)  shall  be  formally  notified 

17  within  thirty  days  of  such  survey  of  such  deficiencies  and 

18  a  State  so  notified  shall  be  given  an  appropriate  and  specified 

19  time   (not  to  exceed  six  months)   for  the  correction  of 

20  specified  deficiencies; 

21  "  (4)  Any  State  which  fails  to  correct  the  deficiencies; 

22  within  the  time  frame  specified  under  paragraph   (3)  as 

23  determined  by  the  Secretary  (and  certified  i)y  the  Comp- 

24  troller  General)  shall  be  so  notified  and  subject  to  a  reduction 

S.  3205  3 
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1  in  federal  matcliing  as  specified  in  paragraph  (5)  begin- 

2  ning  on  tlie  first  day  of  tlie  first  calendar  quarter  following  tlie 

3  date  on  which  the  Secretary  specified  the  deficiencies  must 

4  be  corrected  mider  paragraph  (3)  ; 

5  "(5)  (A)  In  the  case  of  a  State  which  the  Secretary 

6  has  detennined  has  failed  to  meet  the  requirements  of  one 

7  of  the  subparagraphs  (A),  (B),  (C),or  (D)  of  paragraph 

8  ( 1 )  and  which  has  not  made  the  requisite  corrections  as  de- 

9  termined  under  paragraph  (4) ,  such  State  shall  l)e  subject  to 

10  a  reduction  in  Federal  matching  of  an  amount  equal  to  50 

11  per  centum  of  what  the  State  would  otherwise  receive  under 

12  subsections  ( a )  ( 2 ) ,  ( a )  ( 3 ) ,  an d  ( a )  ( 6 ) . 

13  "(B)  case  of  a  State  which  the  Secretary  has 
1"^  determined  has  failed  to  meet  the  requirements  of  two  or 
^5  more  of  the  subparagraphs  (A),   (B),   (C),  or  (D)  of 

paragraph  ( 1 )  and  has  not  made  the  requisite  corrections  as 

1"^  determined  mider  paragraph  (4) ,  such  State  shall  be  subject 

18  to  a  termination  of  Federal  matching  under  subsections  (a) 

19  (2),  (a)  (3),  and  (a)  (6). 

20  "(6)  (A)  Any  State  for  which  a  reduction  or  termina- 

21  tion  in  Federal  matching  has  been  imposed  under  ])aragTaph 

22  (5)  shall  continue  to  have  the  matching  reduced  or  ternii- 

23  nated  as  specified  in  such  paragraph  applicable  to  such  State 

24  until  the  Secretary  has  determined  (and  the  Comptroller 
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1  General  of  tlie  ITnited  States  lias  certified)  that  the  specified 

2  deficiency  (or  deficiencies)  has  (or  have)  been  corrected. 

3  "  (B)  A  State  which  has  been  determined  (as  provided 

4  in  siibparagTaph  (A)  )  to  have  made  the  reqnisite  corrections 

5  in  all  categories  specified  as  deficient  shaU  be  entitled  to  the 

6  matching  rate  specified  in  subsections  (a)  (2),  (a)  (3),  and 

7  (a)  (G)  beginning  on  the  fkst  day  of  the  calendar  quarter 

8  in  which  such  determination  was  made. 

9  "  (C)  In  the  case  of  a  State  for  which  matching  has  been 

10  terminated  under  subsections  (a)  (2),  (a)  (3),  and  (a)  (G) 

11  as  provided  under  sul)para graph  (5)  (B)  and  the  Secretary 
32  determines  pursuant  to  suljparagraph  (A)  that  deficiencies 
13  continue  to  exist  in  only  one  of  the  four  specified  categories, 
It  such  State  shall,  beginning  on  the  first  day  of  the  calendar 
15  quarter  in  which  such  determination  is  made,  be  so  notified 
IG  and  be  entitled  to  the  reduced  matching  rate  specified  in 

17  subpara^'aph  (5)  (A) .  ;           .  : 

18  "  (7)  case  of  any  State  which  is  determined  to 

19  substantially  exceed  the  requirements  of  at  least  two  of  the 

20  subparagTaphs  (A),  (B),  (0),or  (D)  of  paragraph  (1) 

21  and  meet  the  requirements  of  the  remaining  such  subpara- 

22  graphs  as  determined  in  an  onsite  evaluation  as  provided  in 

23  paragraph  (2),  such  State  shall  be  so  notified  and  entitled 

24  effective  for  the  calendar  quarter  beginning  on  October  1, 
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1  1977,  or  for  subsequent  calendar  quarters,  whichever  Is 

2  appropriate,  to  a  Federal  matching  rate  under  subsection 

3  (a)  (G)  of  75  per  centum  and  such  amount  shall  be  apx)li- 

4  cable  for  each  calendar  quarter  for  which  the  Secretary 

5  determines  the  State  continues  to  meet  the  requirements  of 

6  this  paragraph; 

7  "(8)  The  Secretary  shah  in  a  timely  fashion  provide 

8  or  arrange  for  the  provision  of  technical  assistance  by  experi- 

9  enced  and  qualified  personnel  to  any  State  which  requests  as- 

10  sistance  (and  for  whom  the  Secretary  determines  such  request 

11  is  reasonable)   in  meeting  the  requirements  of  paragraph 

12  (1).  Such  assistance  may  include  arranging  for  personnel 

13  from  other  States  with  useful  experience  in  meeting  the 

14  requirements  of  paragraph  ( 1 )  to  provide  technical  assistance 

15  to  requesting  States  and  such  arrangements  shall  provide  for 

16  compensation  of  such  personnel  in  an  amount  determined 

17  reasonable  by  the  Secretary;    ■    ^  ■  r^- 

18  "(9)  The  Secretary  shall  make  available  to  the  States 

19  in  a  timely  fashion  information  on  actions  taken  by  specific 

20  States  which  have  enabled  them  to  effectively  fulfill  the  re- 

21  quirements  of  paragraph  ( 1 )  when  such  information  would 

22  prove  useful  to  other  States  in  helping  them  meet  such 

23  requirements; 

24  "(10)  In  the  case  of  an}^  required  notification  by  the 
2,:>  Secretary  to  a  State  under  this  section  respecting  identifica- 
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2  tion  of  deficiencies,  or  a  reduction,  termination,  or  increase 

2  in  Federal  matching,  simultaneous  notification  shall  also  be 
q  made  to  the  Governor  of  such  State,  the  chief  executive 

4  officer  of  each  body  of  the  State  legislature,  and  (to  the  ex- 

5  tent  such  information  is  known)  the  chairman  of  the  legis- 
Q  lative  committees  in  such  State  with  jurisdiction  over  the 
rj  medical  assistance  progi-am  authorized  under  this  title.". 

3  (d)  Title  XIX  of  the  Social  Security  Act  is  amended  by 
9  adding  at  the  end  thereof  the  following  new  sections: 

IQ  ''QUAI.ITT  CONTEOL       " .;       '  ['"  '  •-,  Of 

11  ''Sec.  1911.  The  Secretary  shall—  j  r 

12  "(a)  (1)  publish  by  September  1,  1976,  the  error 

13  rates  in  making  eligibility  deteraiinations  recorded  for 
11  each  State  for  tlie  period  October  1,  1975,  through 
15  j\rarch  31,  1976,  as  reported  under  the  medicaid  eligi- 
IG         Itility  quality  control  program  (as  specified  in  regula- 

17  tions  of  the  Secretary  prior  to  iMarch  1,  1976),  and 

18  specify  actions  (together  with  the  projected  time  frame) 

19  to  be  taken  by  him  to  assist  the  States  in  improving  the 

20  accuracy  of  their  ehgibihty  determination  processes;  ' 

21  *'  (b)  set  a  normative  standard  error  rate  defined  as 

22  that  rate  which  equals  the  50th  percentile  of  the  rates 

23  reported  by  the  States  under  (a)  (1)  ;  and 

24  "(c)  provide  or  arrange  for  the  provision  of  timety, 

25  technical,  and  professional  assistance  to  the  States  to  as- 
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1  sist  tliem  in  improving  their  eligibility  determination 

2  process.  <  ■              •  M-a-  - ,  ■ 
3'  ■        "eeport  by  the  segeetary 

4  "Sec.  1912.  (a)  The  Secretary  shall  prepare  a  biannual 

5  report  (beginning  with  fiscal  year  1976)  on  the  character- 

6  istics  of  the  State  programs  of  medical  assistance  financed 

7  mider  this  title,  including  as  a  minimum  (1)  a  description 

8  of  the  amount,  duration,  and  scope  of  benefits  available  in 

9  each  State,  (2)  a  description  of  eligibility  criteria  for  all 

10  groups  eligible  for  medical  assistance  in  each  State,  (3)  a 

11  specification  of  the  reimbursement  rates  paid  under  the  State 

12  program  for  the  major  types  of  services  in  each  State,  and 

13  (4)  a  listing  of  all  fiscal  agents  contracted  with  for  adminis^ 

14  tration  of  the  program.  Such  report  shall  be  submitted  to  the 
1'^  Senate  Committee  on  Finance  and  the  House  Committee  on 

16  Interstate  and  Foreign  Commerce  and  made  generally  avail- 

17  able  no  later  than  six  months  following  the  close  of  the  fiscal 

18  year.  ^        '  ■     '             >  :  ■. 

19  "(b)  The  Secretary  shall  prepare  a  quarterly  summary 

20  update  of  the  report  required  in  subsection  (a)  and  submit 

21  it  to  the  Senate  Committee  on  Finance  and  the  House  Com- 

22  mittee  on  Interstate  and  Foreign  Commerce  no  later  than 

23  four  months  following  the  close  of  the  calendar  quarter.". 
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2  PEOCEDrEES  DESIGNED  TO  ASSURE  ECOXOMICAL  PEOCESS- 

2  ING  OF  CLAIMS  BY  CAEEIEES 

3  Sec.  5.  (a)  Section  1842(b)  of  the  Social  Security 

4  Act  is  amended  by  adding  at  the  end  thereof  the  following 

5  new  paragraph :  ''•  ' 

Q  "(6)  (A)  Tlie  Secretary  shall  b}^  regulation  establish 

rj  procedures,  consistent  with  prevailing  Federal  procurement 

3  requirements,  which  are  appropriate^  designed  to  assure 

9  that  claims  processing  functions  to  be  performed  by  carriers 

20  pursuant  to  an}^  contract  entered  into  under  this  section  will 

II  be  pcrfonned  on  the  basis  of  a  prospective  fixed  price  per 

;I2  claim.  Such  procedures  shall  provide  for  the  establishment 

23  of  such  fixed  price  on  the  basis  of  the  economical  and  efli- 
cient  performance  of  such  functions,  and  after  taking  into 

15  account  estimates  of  the  reasonable  costs  w^hich  wih  be  in- 

16  curred  in  the  perfoniiance  thereof  by  the  various  entities  (in- 

17  eluding  the  carrier)  which  are  available  to  perform  such 

18  functions,  under  subcontract  or  otherwise.  ■  ' 

19  ''(B)  Kcgulations  mider  this  paragraph  shaU  provide 

20  that,  in  the  performance  of  any  such  claims  processing  func- 

21  tion  under  any  such  contract,  there  wiU  be  provided  to  the 

22  Secretary  (or  any  duly  authorized  employee  of  the  Depart- 

23  ment  of  Health,  Education,  and  Welfare)  such  access  to  the 
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2  claims  processing  operation  and  the  costs  thereof  and  such 

2  information  and  data  relating  thereto  as  he  deems  to  he 

3  necessary  or  appropriate  to  enahle  him  to  ascertain  whether 

4  such  operation  is  heing  properly  conducted.". 

5  (1))  The  regulations  referred  to  in  section  1842  (h)  (G) 
Q  of  the  Social  Security  Act  (as  added  by  subsection  (a)  of 
Y  this  section)  shall  be  promulgated  by  the  Secretary  of  Health 
3  Education,  and  Welfare  and  made  effective  with  respect  to  all 
Q  contracts  entered  into,  or  renewed,  after  September  30,  1976, 

-^Q  pursuant  to  section  1842  of  such  Act.   ,      , ,  ,  , 

"1^-^        CLAIMS  PKOCESSING  AND   INFOEMATION  EETEIEVAL 
-^2    ,  SYSTEMS  FOR  MEDICAID  PEOGEAMS 

-^3  Sec.  6.  (a)  Section  1903  (a)  (3)  of  the  Social  Security 
-(^4   Act  is  amended —       ■         '  •■ 

,  ,     :      (1)  in  clause  (A)  (i),  by  inserting     and  capable 
of  being  integrated  into,"  immediately  after  ''compatible 
U .        with";  and      ,  !,,[..,•,, 
-(^g  (2)  in  clause  (B),  by  inserting      or  to  each  in- 

29  dividual  in  a  sample  group  of  individuals  who  are  fur- 
2.Q,,  ;    ,  nished  such  services,"  immediately  after  "covered  by  the 


22  '  "  ;  (^^)  '^^^^  amendment  made  by  subsection  (a)  shall  be 

23  applicable  only  with  respect  to  expenditures  under  State 
24.  plans  approved  under  title  XIX  of  the  Social  Security  Act 
25  made  on  and  after  the  first  day  of  the  first  calendar  month 
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1  wliieli  begins  more  than  sixty  dayi  after  the  date  of  enactment 

?  of  this  Act. 

3  EEGULATIOXS  OF  THE  SECEETAEY;  SAVINGS  PEG  VISION 

4  Sec.  7.  (a)  (1)  Section  1102  of  the  Social  Security 

5  Act  is  amended —  '•   '  ''  '^  ■ 

6  (A)  by  inserting  "(a)"  immediatel}^  after  "Sec. 

7  1102.",  and  •    ^      ■  ' 

8  (B)  by  adding  at  the  end  thereof  tlie  following 

9  new  subsection:  '            •        ."^  "i"'  -  >. 

10  "  {^^)  Whenever  the  Secretar}',  in  compliance  with  ap- 

1 1  plicable  requirements  imposed  l)y  law,  causes  to  be  pubhshed 

12  in  the  Federal  Eegister  a  general  notice  of  any  proposed 

13  rule  or  regulation  to  be  promulgated  by  him,  such  notice 

14  shall  mdicate  w^hether  the  prompt  promulgation  thereof  is 

15  urgent.  In  the  case  of  any  such  notice,  which  respect  to  a 

16  proposed  rule  or  regulation,  which  does  not  indicate  that 
IT  the  prompt  pronudgation  thereof  is  urgent,  such  rule  or 

18  regulation  shall  become  efTeetive  not  less  than  sixty  days 

19  after  pubhcation  of  such  notice;  in  any  other  case,  such 

20  nile  or  regulation  shall  ]3ecome  effective  without  regard 

21  to  the  provisions  of  this  subsection  and  in  the  manner  pre- 

22  sci-il),"d  in  accordance  with  applicable  provisions  of  law.". 

23  (2)  The  amendments  made  by  paragraj)h  (1)  shall  be 

24  efTeetive  in  the  case  of  proposed  rules  published  in  the  Fed- 

25  era!  liegister  on  and  after  the  first  day  of  the  first  calendar 

S.  820.5  4 
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1  month  which,  begins  more  than  thu'ty  days  after  the  date 

2  of  enactment  of  this  Act.  ,  . 

3  (b)  (1)    Except  as  otherwise  specified  in  this  Act 

4  or  in  a  provision  of  law  which  is  enacted  or  amended  by 

5  this  Act,  aii}^  regulation  of  the  Secretar}^  of  Health,  Educa- 

6  tion,  and  Welfare  (hereinafter  in  this  section  referred  to  as 

7  the  "Secretary"),  which  is  necessary  or  appropriate  to  ini- 

8  plcment  any  provision  of  this  Act  or  any  other  provision  of 

9  law  which  is  enacted  or  modified  by  this  Act,  shall,  subject 

10  to  paragraph  (2) ,  be  promulgated  so  as  to  become  effective 

11  not  later  than  the  first  day  of  the  thirteenth  month  following 

12  the  month  in  which  this  Act  is  enacted.  ~              .  f 

13  (2)  ISTo thing  contained  in  paragraph  (1)  shall  be  con- 
11  strued  to  require  the  Secretary  to  promulgate  any  rule  or 

15  regidation,  which  shall  become  effective  within  the  time 

16  period  referred  to  in  paragraph  ( 1 ) ,  respecting  any  matter, 

17  if  the  Comptroller  General  has  certified  that,  due  to  cu'cum- 

18  stances  or  conditions  beyond  the  control  of  the  Secretary, 

19  It  is  not  feasible  for  the  Secretary  to  do  so.  i;,  jj,;;, 

20  (c)  The  Secretary  shall,  in  issuing  any  major  policy 

21  guidelines  (other  than  those  Issued  through  regulations)  to 

22  carry  out  any  provision  of  this  Act  or  any  provision  of  law 

23  enacted  or  modified  by  this  Act,  employ  procedures  with 

24  respect  thereto  under  which  interested  parties  will,  prior  to 

25  any  such  guideline  becoming  final,  be  afforded  reasonable 
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1  opportimit}'  to  make  known  to  the  Secretary  their  comments 

2  tliereon  and  suggestions  with  respect  thereto.  ■  <    ,  . 

3  TEEMIXATION  OF  HEALTH  INSHEAJsTCE  BENEFITS 

4  ADVISOEY  COUNCIL  ,  ; 

5  Sec.  8.  (a)  The  Heahh  Insurance  Benefits  Advisory 

6  Coimcil  (estahhshed  pursuant  to  section  1867  of  the  Social 

7  Security  Act)  is  ahohshed,  effective  on  the  fii*st  day  of  the 

8  first  calendar  month  which  begins  more  than  thirty  days 

9  after  the  date  of  enactment  of  this  Act,  and  the  terms  of  office 

10  of  all  members  of  such  Council  shall  end  on  such  first  day. 

11  (b)  At  the  earliest  practicable  date  after  the  date  of 

12  enactment  of  this  Act  (and  in  no  event  later  than  the  first 

13  day  referred  to  in  subsection  (a)  ),  such  Advisory  Council 

14  shall  turn  over  all  of  its  records,  files,  equipment,  and  mate- 

15  rials  to  the  Secretaiy  of  Health,  Education,  and  Welfare. 

16  (c)  Effective  with  the  close  of  the  first  day  of  the  first 

17  calendar  month  which  begins  more  than  thirty  days  after 

18  the  date  of  enactment  of  this  Act,  section  1867  of  the  Social 

19  Security  Act  is  repealed,  -.r-v.  ■•  '■)>..■  ;  r'll^^:.-^  [ 

20  Ijvipeoved  methods  foe  deteemining  eeasonable  cost 

21  OP  seevices  peovided  by  hospitals  ^ 

22  Sec.  10.    (a)(1)   Section  1861  (v)  (1)  (A)   of  the 

23  Social  Security  Act  is  amended,  in  the  first  sentence  thereof, 

24  by  striking  out  "The"  and  inserting  in  lieu  thereof  "Subject 

25  to  subsection  (aa),the". 
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(2)  Section  IB'Gl  (v)  of  such  Act  is  further  amended 
by  adding  at  the  end  thereof  the  foUowmg  new  paragraph: 
"(8)  For  additional  requirements  apphcable  to  deter- 
mination of  reasonable  cost  in  the  case  of  services  provided 
by  hospitals,  see  subsection  (aa).". 

(b)  Section  1861  of  such  Act  is  further  amended  by 
adding  after  subsection  (z)  the  follovmig  new  subsection: 
"additional  ceiteeia  foe  deteemining  seasonable 
>  ■  '    cost  of  hospital  seevices 

i  "  (aa)  (1)  In  order  more  fairly  and  effectively  to  deter- 
mine the  reasonable  cost  incurred  in  the  provision  of  hospital 
services  for  which  payment  may  be  made  under  this  title,  not 
later  than  July  1,  1978,  the  Secretary  shall,  in  consultation 
with  appropriate  knowledgeable  national  organizations, 
establish —  »  ^  .     ;  :  ; 

"  (A)  a  uniform  system  of  accounts  and  cost  report- 
ing  (including  uniform  procedures  for  allocation  of 
'•'r'  ■  costs)  for  determining  operating  and  capital  costs  of  hos- 
pitals providing  such  services,  thereby  assuring  that  oper- 
ating and  capital  costs  will  be  determined  in  the  same 
manner  for  each  hospital  furnishing  such  services,  and 
•     "  (B)  an  ongoing  system  of  hospital  classification 
:  :i'  under  which  hospitals  furnishing  such  services  will  ini- 
;     tially  be  classified  as  follows : 

"  (i)   as  to  size,  with  each  of  the  following 
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1  sizes  of  hosjjitals  being  classified  iii  separate  cate- 

2  gories:   (I)  those  having  more  than  5,  but  fewer 

3  than  25,  beds,   (II)  those  having  more  than  24, 

4  hut  fewer  than  50,  beds,  (III)  those  having  more 

5  than  49,  but  fewer  than  100,  beds,   (IV)  those 

6  having  more  than  99,  but  fewer  than  200,  beds, 

7  (V)  those  having  more  than  199,  but  fevrer  than 

8  300,  beds,  (VI)  those  having  more  than  299,  but 

9  fewer  than  400,  beds,   (VII)  those  having  more 

10  than  399,  but  fewer  than  500,  beds,  and  (VIII) 

11  those  having  more  than  499  beds, 

12  "  (ii)  as  to  type  of  hospital,  with  (I)  sliort- 

13  term  general  hospitals  being  m  a  separate  categoiy, 
1"^^  (II)  hospitals  which  are  the  primary  affiliates  of 
1-5  accredited  medical  schools  (with  one  such  hospital 
16  to  be  nominated  by  each  accredited  medical  school) 


I'^  being  in  one  separate  categoiy  (without  regard  to 

18  bed  size),  and  (III)  psychiatric,  geriatric,  maiter- 

19  nity,  pediatric,  or  other  specialty  hospitals  being  in 

20  the  same  or  separate  categories,  as  the  Secretary 

21  may  determine  to  be  appropriate  in  hght  of  the 

22  extent  to  which  differences  in  specialty  do  or  do 

23  not  significantly  affect  the  routine  costs  of  such  hos- 

24  pilals,  and 
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1  "  (iii)  such  other  criteria  as  the  Secretary  may 

2  deem  appropriate ; 

3  but  such  system  of  hospital  ckissificatioii  shah  not  differ- 

4  eutiate  between  hospitals  on  the  Ijasis  of  the  ownership 

5  thereof. 

6  "(2)   As  used  in  tJiis  subsection,  the  term  ^utine 

7  operating  costs'  does  not  include  any  of  the  following:  ~: 

8  "(A)  cajiital  costs  (including  interest  expense  on 

9  loans  to  purchase  capital  assets,  and  depreciation) ,  ) 

10  "(I^)  direct  personnel  and  supply  costs  of  hospital 

11  education  and  training  programs,  : .  ,  r 

12  "(C)  costs  of  interns,  residents,  and  medical  (but 

13  not  nursing)  personnel,  .  ...v 
;14  ''(D)  energy  costs  associated  with  heating  or  cool- 
15  ing  the  hospital  plant. 

1(3  "(o)  (A)  During  the  calendar  quarter  commencing  on 


17  January  1  of  each  calendar  year  (beginning  with  the  cal- 

13  cndar  year  1977)  the  Secretary  shall,  in  accordance  with 

19  the  succeeding  provisions  of  this  paragraph,  determine,  for 

20  the  hospitals  classified  in  each  category  of  the  hospital  classi- 

21  fication  system  established  pursuant  to  paragraph  (1)  (B) , 

22  an  average  per  diem  routine  operating  cost  amount  which 

23  shall  (except  as  is  otherwise  provided  in  this  sul)section)  be 
21  utilized  in  determining,  for  purposes  of  making  pa3^ment 
25  under  this  title  to  such  hospitals  for  services  fmnished  by 
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1  them  during  the  fiscal  year  which  commences  on  or  after 

2  July  1  of  such  calendar  year,  the  reasonable  cost  of  that 

3  portion  of  the  hospital's  costs  which  consists  of  routine 

4  operating  costs.  ' 

5  ''(B)    A  determination  under  this  paragraph  made 

6  during  any  such  calendar  quarter  shall  he  made  on  the  basis 

7  of  data,  ^^'ith  respect  to  amount  of  routine  operating  costs 

8  of  the  hospitals  involved,  for  the  preceding  fiscal  year. 

9  "(C)  For  purposes  of  making  any  such  determination, 

10  routine  operating  costs  of  the  hospitals  involved  in  any 

11  category  shall  be  divided  into  two  components:  a  personnel 

12  component,  and  a  nonpersonnel  component.  !>  ':  ■f;  ■-' 

13  "(D)  (>)   1'hc  routine  operating  costs  attributable  to 

14  the  nonpersonnel  component  and  the  personnel  cost  com- 

15  ponent  for  each  of  the  hospitals  (other  than  hospitals  ex- 
IG  eluded  pursuant  to  clause  (ii)  )  in  any  particular  classifica- 

17  tion  category  shall  Ije  aggregated  to  arrive  at  the  total 

18  amount  of  routine  operating  costs  of  all  hospitals  in  such 

19  category.  Such  total  shall  then  be  divided  by  the  total  num- 

20  ber  of  days  of  routine  care  provided  by  the  hospitals  in  such 

21  categoiy  to  detennine  the  average  per  diem  roufine  operating 

22  cost  for  such  hospitals. 

23  "(ii)  In  making  the  calculations  prescribed  in  clause 
21  (i),  the  Secretary  shall  exclude  therefrom  any  hospital 
25  (and  data  pertaining  to  any  such  hospital)  which  has  signifi- 


32 

1  cant  nnderstaffing  problems  or  otherwise  experiences  signif- 

2  icant  cost  differentials  resulting  from  faihire  of  the  hospital 

3  fully  to  meet  the  standards  and  conditions  of  participation 

4  as  a  provider  of  services  under  this  title,  as  determined  by 

5  the  Joint  Commission  on  Accreditation  of  Hospitals,  State 

6  agency  certification  procedures,  or  any  other  finding  or 

7  information  available  to  the  Secretary.  •  •  ,  ifjiV/ 

8  "  (E)  On  the  basis  of  the  average  per  diem  routine  oper- 

9  ating  cost  amoimt  determined,  pursuant  to  the  preceding  sub- 

10  paragraphs  of  this  paragraph,  for  any  category  of  hospitals, 

11  there  shall  be  determined  for  each  hospital  in  such  category 

12  a  per  diem  payment  rate  for  routine  operating  costs.  Such 

13  payment  rate  for  any  such  hospital  shall  be  equal  to  thel 
11  average  per  diem  routine  operating  cost  amount  for  the 
15  hospitals  of  the  category  in  which  such  hospital  is  classified, 
IG  except  that  the  personnel  component  thereof  shall  be  ad- 

justed  through  the  use  of  a  wage  index  based  on  general 

18  v/age  levels  (including  fringe  benefit  costs)  in  the  areas  in 

19  wliich  the  hospitals  are  located  so  as  properly  to  adjust  such 

20  component  to  the  general  wage  levels    (including  fringe 

21  benefit  costs)  in  the  area  in  which  such  hospital  is  located. 

22  If  the  Secretary  finds  that,  in  the  area  where  one  or  more 

23  hospitals  in  any  such  classification  category  are  located,  for 
21  the  fiscal  year  ending  June  30,  1976,  the  wage  level  (in- 
20  eluding  fringe  benefit  costs)   for  hospitals  is  significantly 
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1  higlier  tliau  tlie  general  wage  level  (including  fringe  bene- 

2  fit  costs)  in  such  area  (relative  to  the  relationship  between 

3  hospital  wages  and  general  wages  in  other  areas) ,  then  the 

4  general  wage  level  in  such  area  shall,  for  purposes  of  this 

5  subsection,  be  deemed  to  be  equal  to  the  wage  level  for 

6  hospitals  in  such  area,  but  only  during  the  first  year  in  which 

7  the  provisions  of  this  subsection  are  efiective  in  detennining 

8  payment  rates  to  hospitals  (the  fiscal  year  beginning  on  or 

9  after  June  30,  1979) . 

10  ''(4)  (A)  (i)  As  used  in  this  paragraph,  the  temi  'ad- 

11  justed  per  diem  pajment  rate  for  routine  operating  costs', 

12  when  used  in  reference  to  any  hospital,  means  the  'per  diem 

13  pa3mient  rate  for  routine  operating  costs'   (as  determined 

14  under  paragraph  (3)  )  applicable  to  such  hospital  plus  the 

15  increase  in  prices  per  centum  determined  pm'suant  to  the 

16  succeeding  provisions  of  this  subparagraph. 

17  ''(ii)  The  amount  of  the  per  diem  payment  rate  for 

18  routine  operating  costs  for  any  hospital  for  au}^  fiscal  year 

19  (as  determined  under  the  preceding  provisions  of  this 

20  subsection)   shall  be  increased,  so  as  to  reflect   (I)  the 

21  per  centum  of  increase  (if  any)  which  has  occurred  in  the 

22  cost  of  the  mix  of  goods  and  services  (Including  personnel 

23  and  nonpersonnel  costs)  which  comprises  routine  operating 

24  costs  (as  determined  under  the  preceding  provisions  of  this 

25  subsection) ,  or  (II)  if  less,  the  actual  per  centum  of  increase 

8.  3205  5 
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1  (if  any)  which  has  occurred  in  the  costs  incurred  by  such 

2  hospital  for  such  goods  and  services  during  such  period. 

3  (iii)  In  making  payments  for  services  furnished  by 

4  such  hospital  prior  to  the  date  such  a  determination  of  the 

5  proper  amount  of  increase  applicable  to  such  services  is 

6  made,  the  Secretary  may  add  a  semiannual  per  centum 

7  of  increase,  in  the  cost  of  the  mix  of  goods  and  services 

8  referred  to  in  clause  (ii),  equal  to  whichever  of  the  follow- 

9  ing  is  the  smaller:  (I)  the  per  centum  of  such  increase  as 

10  estimated  by  such  hospital,  or  (II)  the  per  centum  of  such 

11  increase  in  the  area  applied  to  such  hospital's  costs  as  esti- 

12  mated  by  the  Secretary. 

13  "  (iv)  At  the  end  of  the  fiscal  year,  a  retrospective  ad- 

14  justment  shall  be  made  to  the  amounts  paid  pursuant  to 

15  clause  (iii)  to  reflect  the  lesser  of  (I)  the  actual  cost  increase 

16  incurred  by  the  hospital  or  (II)  the  actual  increase  in  prices 

17  which  has  occurred  in  the  mix  of  goods  and  services  referred 

18  to  in  clause  (ii) . 

19  "(B)  Except  as  otherwise  provided  in  subparagraph 

20  (C),  in  determining,  for  purposes  of  payment  under  this 

21  title,  the  amount  of  the  reasonable  cost  incurred  by  a  hospital 

22  in  furnishing  services  under  this  title,  so  much  of  the  costs 

23  so  incurred  by  such  hospital  as  are  attributable  to  routine 

24  operating  costs  shall  be  deemed  to  be  equal — 

25  "  (i)  in  the  case  of  a  hospital  the  actual  routine 
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1  operating  costs  of  wliich  are  equal  to  or  gTeater  than  the 

2  amount  arrived  at  through  the  appUcation  of  such  hos- 

3  pital's  adjusted  per  diem  payment  rate  for  routine  operat- 

4  ing  costs,  an  amount  equal  to  the  greater  of  the 

5  foHowing:  , 

Q  "(I)  (a)  120  per  centum  of  the  amount  arrived 

7  at  through  the  application  of  such  hospital's  adjusted 

8  per  diem  payment  rate  for  routine  operating  costs, 

9  or,  (1))  if  less,  the  amount  of  such  hospital's  actual 

10  routine  operating  costs,  or  ,  ,^ 

11  "(II)  (a)  the  amount  of  such  hospital's  actual 

12  routine  operating  costs,  or  (b)  if  less,  tlie  amount 

13  which  would  have  been  determined  for  such  hospital 

14  under  clause   (I)  (a)   if  such  hospital  had  been 

15  classified  in  the  category  nearest  (in  terms  of  the 

16  number  of  beds  in  such  hospital  and  the  minimum 

17  number  of  beds  specified  for  the  various  categories 

18  of  hospitals)  the  category  to  which  such  hospital 

19  actually  is  classified,  and  ,  ,,  r;,  -I;  ;';]  ■,  [ 

20  "  (ii)  ill  the  case  of  a  hospital  the  actual  routine 

21  operating  costs  of  which  are  less  than  the  amount  arrived 

22  at  through  the  application  of  such  hospital's  adjusted 

23  per  diem  payment  rate  for  routine  operating  costs,  an 

24  amount  equal  to  (I)  the  amount  of  such  hospital's  actual 

25  routine  operating  costs,  plus   (II)   whichever  of  the 


% 

1  '       following  is  the  smaller:  (a)  an  amount  equal  to  5  per 

2  '  centum  of  such  hospital's  adjusted  per  diem  payment 

3  rate  for  routme  operating  costs,  or  (b)  an  amount  equal 

4  to  50  per  centimi  of  the  amount  by  which  such  hospital's 

5  adjusted  2)er  diem  payment  rate  for  routine  operating 
Q  costs  exceeds  such  hospital's  actual  routine  operating 

7  costs.  -       '  '    ■  •;-  '  ■  ' 

8  "(C)  Any  hospital  which  is,  pursuant  to  paragraph 

9  (3)  (D)  (ii),  excluded  by  the  Secretary  from  the  calcula- 

10  tion  prescribed  under  paragraph  (3)  (D)  (i) ,  shall  be  reim- 

11  bussed  for  routine  operating  costs  according  to  the  lesser  of 

12  (i)  actual  costs  or  (ii)  reimbursement  determined  under 

13  this  subsection.     ^'  —       ' '.;'ii  ;7 

2^  "  (T>)  Not  later  than  the  April  1  following  the  deter- 
-j^g  mination  by  the  Secretary  during  any  calendar  quarter  as 
2g  to  the  average  per  diem  operating  cost  amount  for  each 
Yj  category  of  hospital  and  as  to  the  adjusted  per  diem  payment 
2g    rate  for  routine  operating  costs  applical)le  to  each  of  the 

hospitals  in  such  categories,  such  determinations  shall  be 
2Q    pubhshed  1)y  the  Secretary;  and  the  Secretary  shall  notify 

the  hospital  administrator  and  the  administrative  governing 
22    body  of  each  hospital  with  respect  to  all  aspects  of  such 

determination  which  affect  such  hospital. 
2^         "(E)        lli6  case  of  a  hospital  determined  by  the 

Secretary  to  be — '   '-"''''i  r^-'-^^  j  u-:-'y'''^ 
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1  "  (i)  located  in  an  underserved  area  where  hospital 

2  services  are  not  otherwise  available, 

3  (ii)  certified  as  being  necessary  b}^  an  appropriate 

4  planning  agency,  and  ^  ,    ,  . 

5  "(lii)  underutiHzed, 

6  the  adjusted  per  diem  paA'ment  rate  determined  under  this 

7  paragraph  shall  not  appl}'  to  that  portion  of  such  hospital's 

8  routine  operathig  costs  as  arc  attributable  to  the  maintenance 

9  of  so  nuich  of  such  hospital's  underutiHzed  capacity  as  is 

10  necessary  to  assure  the  availaljihty  of  hospital  services  to 

11  individuals  in  the  area  served  by  such  hospitals.  Such  portion 

12  of  routine  operating  costs  to  which  the  adjusted  per  diem 

13  pa3"ment  rate  does  not  apply  shall  be  reimbursed  at  cost. 

14  ''(I)  Ii^  the  case  of  any  hospital  which  is  determined 

15  by  the  Secretaiy  to  have  an  unusual  case  mix  which — 

IG  "(i)  requires  a  greater  intensity  of  care  than  that 

17  obtaining  generally  among  hospitals  in  the  same  classi- 

18  fication  as  such  hospital,  and 

IQ  ''(ii)  increases  the  level  of  such  hospital's  routine 

20  operating  costs  over  the  level  obtaining  generally  among 

21  hospitals  in  the  same  classification  as  such  hospital, 

22  the  adjusted  per  diem  payment  rate  determined  under  this 

23  paragraph  shall  not  apply  to  that  portion  of  such  hospital's 

24  routine  operating  costs  as  are  attributable  to  the  require- 

25  ments  (as  described  in  clauses  (i)  and  (ii)  )  of  such  hospital. 
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1  Such  portion  of  routine  operating  costs  to  wliicli  tlie  adjusted 

2  per  diem  payment  rate  does  not  apply  shall  be  reimbursed 

3  at  cost. 

4  ''(G)  In  the  case  of  any  hospital  located  in  Alaska  or 

5  Hawaii,  the  Secretaiy  may  further  adjust  the  adjusted  per 

6  diem  payment  rate  to  reflect  the  higher  prices  prevailing  in 

7  such  areas. 

8  "(H)  In  the  case  of  any  hospital  which  the  Secretary 

9  finds  has  dehberately  altered  its  patient  mix,  or  patient  flow, 

10  or  lowered  its  quality  of  patient  care,  the  routine  operating 

11  costs  of  such  hospital  shall  be  deemed  to  be  equal  to  which- 

12  ever  is  the  lesser:  the  amount  determined  without  regard 

13  to  this  subsection,  or  the  amount  prescribed  under  subpara- 
11  graph  (B)." 

15  (c)  The  Secretary  shall,  at  the  earhest  practicable  date, 

16  develop  and  on  a  basis  consistent  with  this  section  comparable 

17  reimbursement  methods  with  respect  to  payment  for  any  or 

18  all  other  hospital  cost  centers,  skilled  nursing  and  intermedi- 

19  ate  care  facilities  as  well  as  home  health  agencies.  The 

20  Secretary  shall,  as  such  methods  are  developed,  but  not  later 

21  than  three  years  from  enactment,  submit  appropriate  recom- 

22  mendations  to  the  Congress. 

23  (d)   The  provisions  of  section  1861  (aa)    (2),  (3), 

24  and  (4)  of  the  Social  Security  Act— 

25  (1)  shall  be  applicable  for  informational  purposes 
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1  only  with  respect  to  services  furnished  by  any  hospital 

2  prior  to  July  1,  1979,  and  , 

3  (2)  shall  be  applied,  with  respect  to  services  fur- 

4  nished  by  any  hospital  in  the  fiscal  year  beginning  on 

5  or  after  June  30,  1979,  as  if  any  difference  between 

6  the  amount  of  the  actual  routine  costs  of  such  hospital 

7  and  the  amount  amved  at  through  the  apphcation  of 

8  such  hospital's  adjusted  per  diem  payment  rate  for 

9  routine  operating  costs  were  reduced  by  one-half. 

10  (3)  shall  be  full}^  apphed  in  the  j&scal  year  begin- 

11  ning  on  or  after  June  30,  1980. 

12  (e)  Nothing  in  this  section  shall  be  construed  as  other- 

13  wise  hmiting  the  authority  of  the  Secretary  to  continue 

14  otherwise  authorized  efforts  toward  development  of  im- 

15  proved  systems  of  reiml)ursement,  including  development 

16  of  multivariate  statistical  techniques  (including  evaluation 

17  of  factors  such  as  possible  appropriate  significant  variation 

18  in  case  mix  and  intensit}^  of  care)  as  a  means  of  making 

19  equitable  comparison  of  the  costs  of  institutional  providers 

20  and  agencies  and  their  reimbursement.  ,^  ^^^^ 

21  (f)  (1)  Section  1902(a)  (13)  (D)  of  the  Social  Se- 

22  curity  Act  is  amended  by  inserting  "  (and  after  apphcation 

23  of  section  1861  (aa))"  immediately  after  "section  1861 

24  (v) ". 

25  (2)   The  amendment  made  by  paragraph   (1)  shall 
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1  take  effect  on  the  first  day  of  tlio  first  calendar  month  which 

2  begms  not  less  than  sixty  days  after  the  date  of  enactment  of 

3  this  Act.  ■         •    '     '             '  ' 

4  (g)  To  the  extent  that  amendments  made  under  the 

5  preceding  provisions  of  this  section  are  inconsistent  with  pro- 

6  visions  of  1861  (v)  of  the  Social  Security  Act  which  re- 

7  late  to  the  estahhshment  of  limits  on  overall  covered  costs, 

8  such  amendments  shall  supersede  such  provisions. 

9  INCLUSION  IN  EEASONABLE  COST  OF  HOSPITAL  SEEVICES 

10  AN  ALLOWANCE  EOE  EETIEEMENT  OE  CONVEESION  OP 

11  UNDEEUTILIZED  FACILITIES  '"^  ' 

12  Sec.  11.  (a)  Part  A  of  title  XI  of  the  Social  Security 

13  Act  is  amended  by  adding  at  the  end  thereof  the  following 

14  newsection:  '     '  " '              •    -  u 

15  "inclusion  in  EEASONABLE  COST  OF  HOSPITAL  SEEVICES 
is  '  AN  ALLOWANCE  FOE  EETIEEMENT  OE  CONVEESION  OF 
IT  UNDEEUTILIZED  FACILITIES 

I^^  "Sec.  1132.  (a)  (1)  (A)  The  Secretary  shall,  within 

19  the  three-month  period  which  begins  on  the  first  day  ,of  the 

20  first  calendar  month  which  commences  after  the  date  of  en- 

21  actment  of  this  section,  establish  a  Hospital  Transitional  Al- 

22  lowance  Board  (hereinafter  in  this  section  referred  to  as  the 

23  'Board')  which  shall  consist  of  five  members,  appointed  by 

24  the  Secretary  without  regard  to  the  provisions  of  title  5, 

25  United  States  Code,  governing  appointments  in  the  competi- 
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1  tive  service,  fi'om  persons  who  are  especially  knowledgeable 

2  in  hospital  planning  and  hospital  operations  (including  such 

3  persons  who  are  othei-wise  in  the  employ  of  the  Eederal, 

4  State,  or  local  governments) .  At  least  one  member  of  the 

5  Board  shall  be  a  representative  of  the  largest  private  non- 
{]  profit  third-party  payer  for  hospital  services  in  the  N^ation. 

7  "(B)  The  tenn  of  office  of  members  of  the  Board  shall 

8  be  three  years,  except  that  the  Secretary  shall  appoint  the 

9  initial  members  of  the  Board  for  shorter  terms  to  the  extent 

10  necessaiy  to  pennit  staggered  tenns  of  office. 

11  "(C)  Members  of  the  Board  shall  be  entitled  to  receive 

12  per  diem  compensation  at  rates  iQxed  by  the  Secretary,  but 

13  not  exceeding  the  per  diem  equivalent  (at  the  time  the  service 

14  involved  is  rendered  by  such  members)  for  grade  GS-18  in 

15  section  5332  of  title  5,  United  States  Code. 

16  "(I))  The  Board  shall  be  provided  such  technical  as- 

17  sistance  by  the  Secretaiy  as  may  be  required  to  carry  out  its 

18  functions,  and  the  Secretary  shall,  in  addition,  make  available 

19  to  the  Board  such  secretarial,  clerical,  and  other  assistance  as 

20  the  Board  may  require  to  carry  out  its  functions. 

21  (2)  It  shaU  be  the  duty  and  function  of  the  Board  to 

22  receive,  and  act  upon  in  accordance  with  this  section,  appli- 

23  cations  by  hospitals  certified  for  participation  (other  than  as 

24  "'einergency  hospitals')   under  titles  XVIII  and  XIX  for 

25  transitional  allowances. 
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1  "(b)  Eor  purposes  of  this  section — 

2  "  ( 1 )  '^tie  term  'transitional  allowance'  means  an  amount 

3  which—    ^  "  ■ '.p  •'K^ivrr.riiO' 

4  -      "(A)  shall,  solely  bjM-eason  of  the  provisions  of  this 

5  section,  he  included  in  determining  the  reasonable  cost 

6  incurred  by  a  hospital  in  furnishing  services  on  account 

7  of  which  payment  is  authorized  to  be  made  under  title 

8  XVIII,  under  a  plan  or  program  approved  under  or 

9  instituted  pursuant  to  title  Y,  or  under  a  plan  approved 

10  under  title  XIX,  and      :  .^  r' ^^rrif: 

11  "  (B)  is  established  by  the  Secretary,  in  accordance 

12  with  the  provisions  of  this  section,  for  a  hospital  in  rec- 

13  ognition  of  a  reimbursement  detriment  (as  defined  in 

14  paragraph  ( 3 )  )  suffered  by  it  because  of  a  qualified 

15  facility  conversion  (as  defined  in  paragTaph  (2)  )  made 

16  by  it.     '  ■                 '  -  'i 

17  "(2)  The  term  'qualified  faciht}^  conversion'  means  a 

18  retirement,  modification,  or  change  in  usage,  of  underutilized 

19  hospital  facilities —  •                   dw'r.  h 

20  .     "  (A)  which  is  carried  out  by  a  hospital  which,  for 

21  not  less  than  one  year  prior  to  the  commencement  of  such 

22  retirement,  modification,  or  change  in  usage,  of  such 

23  facilities,  furnished  on  a  regular  basis  services  with 

24  respect  to  which  payment  was  (at  the  time  the  services 
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1  were  furnished)   authorized  to  be  made  under  title 

2  XVIII  or  a  State  plan  approved  under  title  XIX,  and 

3  "  (^)  tlie  effect  of  which  is  to  promote  efficient  and 

4  economical  dehvery  of  health  care  services  covered  under 

5  medicare  and  medicaid  by  (i)  eliminating  excess  bed 
(>  capacity,  or  (ii)  discontinuing  an  underutilized  service 

7  for  which  there  are  adequate  alternative  sources  serving 

8  the  same  area  (as  determined  by  an  appropriate  health 
!)  care  facility  planning  agency)  as  that  served  by  such 

10  hospital,  or  substituting  for  such  underutilized  service 

11  some  other  service  which  is  needed  in  such  area  (as  de- 

12  termined  by  such  an  agency ) .  • 

13  (o)  A  hospital,  which  has  carried  out  a  qualified  con- 

14  version  or  closure  and  which  continues  in  operation  following 

15  such  conversion  or  closure,  shall  be  regarded  as  having  suf- 

16  fered  a  "reimbursement  detriment'  because  of  such  conversion 

17  or  closure  {X)  if  and  to  the  extent  that,  solely  because  of 

18  such  conversion  or  closure,  there  is  a  reduction  in  the  aggre- 

19  gate  01  the  amounts  attributable  to  capital-related  reimburse- 

20  ment  (but  only  to  the  extent  such  capital  was  accepted  as 

21  reasonable  foi-  purposes  of  reimbursement  eligibility)  which 

22  arc  takeii  into  accomit  in  determining,  for  purposes  of  making 

23  payments  under  title  XVIII  or  title  XIX  to  such  hospital 

24  u'itli  respect  to  services  fm'nished  by  it,  the  reasonable  cost 
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1  (as  such  term  is  used  for  purposes  of  such  title)  incurred  b_Y 

2  such  hospital  in  the  furnishing  of  such  services;  (B)  if  such 

3  conversion  or  closure  results,  on  an  interim  basis,  in  increased 

4  operating  costs  (such  as  severance  pay.  et  cetera)  to  tlie 

5  extent  that  such  operating  costs  exceed  amounts  ordinarily 
(j  reimbursable  under  titles  XVIII  and  XIX,  or  (C)  in  th» 

7  case  of  complete  closure  of  a  non-profit,  nongovernmental 

8  (except  local  governmental)  hospital  other  than  for  purposes 

9  of  replacement  of  such  hospital,  actual  debt  obligations  to  the 

10  extent  previously  recognized  as  reasonable  for  purposes  of 

11  reimbursement,  to  the  extent  that  such  debt  remains  out- 

12  standing  and  less  any  salvage  value.  :.  ' 

13  "  (c)  (1)  Any  hospital  may  file  an  application  with  the 
Board  (in  such  form  and  containing  such  data  and  informa- 
tion  as  the  Board,  with  the  approval  of  the  Secretary,  may 

16  prescribe)  for  a  transitional  allowance  with  respect  to  any 

1'7  qualified  conversion  or  closure  which  was  commenced  after 

18  December  31,  1976,  and  was  completed  within  the  six-month 

19  period  precedmg  the  filing  of  such  application. 

20  "  (2)  The  Board  shah  consider  any  application  filed  by 

21  a  hospital  under  paragraph  (1) ,  and  if.  with  respect  to  any 

22  such  application  filed  by  a  hospital,  the  Board  finds  that — 

23  "  (A)  the  facility  conversion  or  closure  with  respect 

24  to  which  the  application  relates  was  commenced  and 
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1  coiiiplclcd  within  tlic  time  limits  prescribed  in  paragrapli 

2  (1),  -  ^- 

3  "  {^)  ^^'^'li  facility  conversion  or  closure  is  a  quali- 

4  fied  facility  conversion,  and  -      -  - 

5  "  {^)   '^^^cli  hospital  is  siiflering'  a  reimbursement 

6  detriment  because  of  having  carried  out  such  qualified 

7  facility  conversion  or  closure,  '  ~ 

8  the  Board  shall  transmit  to  the  Secretary  its  recommendation 

9  that  the  Secretary  establish,  in  such  amounts  reasonable  in 

10  relation  to  prior  or  prospective  usage  of  such  facilities  by 

11  titles  XVIII  and  XIX  and  for  a  period  (which  shall  not  be 

12  iu  excess  of  twenty  years)  specified  ])y  the  Board,  a  transi- 

13  tional  allowance  for  such  hospital  with  respect  to  such  facility 

14  conversion  or  closure;  and,  if  the  Board  finds  that  the  criteria 

15  specified  in  clauses  (A),  (B),and  (C)  are  not  met,  it  shall 

16  transmit  to  the  Secretary  its  recommendation  that  the  Secre- 

17  tary  not  establish  any  transitional  allowance  for  such  hospital 

18  with  respect  to  such  facility  conversion  or  closure,  in  the  case 

19  of  an  approved  closure  or  partial  closure  under  subsection 

20  (h)  (3)  (C)  the  Board  may  recommend  or  the  Secretary 

21  may,  in  his  discretion,  approve  a  lump-sum  payment  in  heu 

22  of  periodic  aUowances,  where  such  payment  would  constitute 

23  a  more  efficient  and  economic  alternative. 

24  "(3)  (A)   At  the  time  the  Board  transmits  to  the 
S.  3205  7 
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1  Secretary  its  recommendation,  as  prescribed  in  paragraph 

2  (2),  with  respect  to  a  transitional  allowance  applied  for  by 

3  a  hospital,  it  shall  notify  such  hospital  of  its  action  and  shall 

4  transmit  a  copy  of  such  recommendation  to  such  hospital. 

5  ''(B)  Any  hospital  which  is  dissatisfied,  wholly  or  in 

6  part,  with  such  a  recommendation  made  with  respect  to  it 

7  may  obtain  an  informal  or  formal  hearing  on  the  matter  in 

8  the  discretion  of  the  Secretary,  by  filing  (in  such  form  and 

9  manner  and  within  such  time  period  as  the  Secretary  shall 

10  by  regulations  prescribe)  with  the  Secretary  a  request  for 

11  such  a  hearing.  ■          /  ■  , 

12  ''(4)  (A)  The  Secretary  shall,  vvdthin  thirty  days  after 

13  the  date  he  receives  a  recommendation  from  the  Board 

14  respecting  a  transitional  allowance  for  which  a  hospital  has 

15  applied  under  this  section  or,  if  later,  within  thirty  da3^s  after 

16  a  hearing  (obtained  pursuant  to  paragraph  (3)  (B)  )  with 

17  such  a  recom.mendation,  make  a  final  determination  as  to 

18  whether,  and  if  so  in  what  amount  and  for  what  period  of 

19  time,  such  a  transitional  allowance  will  be  granted  to  such 

20  hospital  pursuant  to  the  application  with  respect  to  which 

21  such  recommendation  was  received  by  him.  Any  such 

22  filial  determination  of  the  Secretary  shall  not  be  subject  to 

23  judicial  review.     -  '         .  - 

24  "(B)  The  Secretary,  upon  making  a  final  determina- 

25  tion  under  subparagraph   (A)  as  to  the  granting  of  any 
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1  ti'ansitional  allowance  to  a  hospital,  shall  notify  such  hos- 

2  pital  and  such  other  parties  as  may  be  appropriate  (including 

3  State  agencies  administering  or  supervising  State  plans 

4  approved  under  title  XIX)  of  such  determination. 

5  "(C)   ^ny  transitional  allowance  established  under  a 

6  final  determination  of  the  Secretar}^  under  this  section  for  a 

7  hospital  shall  take  effect  on  a  date  prescribed  by  the  Secre- 

8  tary  but  not  earher  than  the  date  of  completion  of  the  quali- 

9  fied  facihty  conversion  on  the  basis  of  which  such  allowance 

10  was  established.  After  such  effective  date,  such  transitional 

11  allowance  shall  be  included  as  an  allowable  cost  item  in 

12  determining  the  reasonable  cost  incurred  by  such  hospital 

13  in  providing  sennc.es  for  which  payment  is  authorized  under 

14  this  title.  '  ■ 

15  "(d)  In  addition  to  the  requirements  imposed  by  law  as 

16  conditions  of  approval  of  a  State  plan  for  maternal  and  child 

17  health  services  under  title  V  or  a  State  plan  for  medical 

18  assistance  under  title  XIX,  there  is  hereby  imposed  the 

19  requirements  (and  the  plan  shall  be  deemed  to  require)  that, 

20  in  determining  the  amount  of  the  reasonable  cost  incurred  by 

21  a  hospital  in  furnishing  services  with  respect  to  which  pay- 

22  ment  is  authorized  by  such  plan,  any  transitional  allowance 

23  established  for  such  hospital  by  the  Secretary  pursuant  to  this 

24  section  shall  be  included  as  an  allowable  cost  item. 

25  *'(e)  (1)  ^N'otwithstanding  the  foregoing  provisions  of 
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1  {his  section,  the  Secretary  shall  not,  prior  to  the  expiration 

1>  of  the  twenty-four-nionth  period  which  hegins  January  1, 

3  1977,  establish—     .  .-^  ,      ..   ■  . 

4  "  (A)  a  transitional  allowance  for  any  hospital  after 

5  a  transitional  allowance  for  such  hospital  has  previously 
G  been  established,  or 

7  "  (B)  a  transitional  allowance  for  more  than  a  total 

-8  of  fifty  hospitals.                        .      ,     .  .. 

■9^  "(2)  On  or  1  before  September  1,  1979,  the  Secretary 

10  shall  submit  a  report  to  the  Congress  evaluating  the  operation 

11  and  effectiveness  of  the  program  established  under  this  sec- 

12  tion  and  containing  such  recommendations  with  respect  to 

13  continuing  or  improving  the  implementation  of  the  program 

14  established  under  this  section.".  ..          v.  - 

15  eetuen  01^  equity  to  be  ixgluded  in  deteemining 

16  "eeasonaiile  cost"  of  seevices  fuenisiied  by 

17  pbopeietaey  hospitals  -,              ,   ,  ,r 

18  Sec.  12.  (a)  Section  1861  (v)  (1)  (B)  of  the  Social 

19  Security  Act  is  amended —  .        ,  .      ■  ^   ,  ; 

20  ■      ■  (1)  in  the  first  sentence  thereof,  by  inserting  "hos- 

21  pital  or"  immediately  after  "Such  regulations  in  the  case 

22  of",  and  •  .      ,  .  r.^. 

23  (2)  in  the  second  sentence  thereof,  by  striking  out 

24  "one  and  one-half  times"  and  inserting  in  lieu  thereof 

25  "twice".  .  .   ,         ^,  .  , 
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1  (b)  The  ameudments  made  by  subsection  (a)  shall  be 

2  applicable  oidy  with  respect  to  services  furnished  by  a  hos- 

3  pital  or  skilled  nursing  facility  for  fiscal  years  of  a  hospital  or 

4  skilled  nursing  facility  beginning  on  and  after  the  first  day  of 

5  the  first  calendar  month  which  begins  after  the  date  of  enact- 
G  ment  of  this  Act.                                         -    -  u.l  .» 

7  CKITERIA  FOB  DETERMINING   REASONABLE   CHARGE  FOR 

8  rHTSICIANS'  SER\^CES  .  • 

9  Sec.  20.  (a)  (1)  8o  much  of  section  1842(b)  (3)  of 

10  the  Social  Securit}-  Act  as  follows  the  first  sentence  thereof 

11  is  amended  to  read  as  follows :  •  •  -       :   •  ■ 

12  "(•^^^)  (-^)  determining  the  reasonable  charge  for 

13  services  for  purposes  of  paragraph  (3) ,  there  shall  he  taken 

14  into  consideration  the  customary  charges  for  similar  services 

15  generally  made  by  the  physician  or  other  person  fmiiishing 

16  such  services,  as  well  as  the  prevailhig  charges  in  the  locality 

17  for  similar  services.  '                '           /■/iu  v/ 

18  (i)  Except  as  otherwise  provided  in  clause  (iii), 

19  no  charge  may  Ije  determined  to  be  reasonable  in  the  case  of 

20  bills  submitted  or  requests  for  payment  made  under  this  part 

21  after  December  31,  1970,  if  it  exceeds  the  higher  of  (I) 

22  the  prevailing  charge  recognized  by  the  carrier  and  found 

23  acceptable  by  the  Secretary  for  similar  services  in  the  same 

24  localit}^  administering  this  part  on  December  31,  1970,  or 

25  (II)  the  prevailing  charge  level  that,  on  the  basis  of  statis- 
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1  tical  data  and  methodology  acceptable  to  tlie  Secretary, 

2  would  cover  75  per  centum  of  the  customary  charges  made 

3  for  similar  services  in  the  same  locality  during  the  last  pre- 

4  ceding  calendar  year  elapsing  prior  to  the  start  of  the  fiscal 

5  year  in  which  the  l}ill  is  submitted  or  the  request  for  pay- 

6  ment  is  made.  \  i  ' 

7  "(ii)  case  of  physician  services  the  prevailmg 

8  charge  level  determined  for  purposes  of  clause  (i)  (11)  for 

9  any  fiscal  year  beginning  after  June  30,  1973,  may  not 

10  (except  as  otherwise  provided  in  clause  (iii)  )  exceed  (in 

11  the  aggregate)  the  level  determined  under  such  clause  for 

12  the  fiscal  year  ending  June  30,  1973,  except  to  the  extent 

13  that  the  Secretary  finds,  on  the  basis  of  appropriate  econom- 
ic ics  index  data,  that  such  higher  level  is  justified  by  economic 

15  changes.  Any  increase  under  this  clause  (ii) ,  by  reason  of 

16  findings  of  the  Secretary  regarding  economic  changes,  in  such 

17  prevailing  charge  level  for  any  particular  service  or  proce- 

18  dure,  when  performed  in  any  particular  locality  of  a  State  for 
29  which  there  has  been  established  (pursuant  to  subparagraph 

20  (E)  )   a  statewide  prevailing  charge  level  for  physicians' 

21  services,  shall  not  be  applied  if,  and  to  the  extent  that,  the 

22  resulting  prevailing  charge  level  for  such  service  or  proce- 

23  dure,  when  performed  in  such  locality,  would  exceed  by  more 

24  than  one-half  the  statewide  prevailing  charge  level  therefor. 

25  "(iii)  Notwithstanding  the  provisions  of  clauses  (i)  and 

I 
I 
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2  (ii)  of  this  snbparagTapli,  the  prevailing  charge  level  in  the 

2  case  of  a  physician  service  in  a  particular  localit}^  detemiined 

3  pursuant  to  such  clauses  for  the  fiscal  year  beginning  July  1, 

4  1975,  shall,  if  lower  than  the  prevailing  charge  level  for  the 

5  fiscal  year  ending  June  30,  1975,  in  the  case  of  a  similar 
Q  physician  service  m  the  same  locality  by  reason  of  the  appli- 
rj  cation  of  economic  index  data,  be  raised  to  such  prevailing 
g  charge  level  for  the  fiscal  year  ending  Jime  30,  1975. 

9  "(C)  In  the  case  of  medical  services,  supphes,  and 

10  equipment  (including  equipment  servicing)  that,  in  the  judg- 

11  ment  of  the  Secretary,  do  not  generally  var}^  significantly  in 

12  quahty  from  one  supplier  to  another,  the  charges  incurred 

13  after  December  31,  1972,  determined  to  be  reasonable  may 

14  not  exceed  the  lowest  charge  levels  at  which  such  services, 

15  supphes,  and  equipment  are  widely  and  consistently  available 

16  in  a  locality  except  to  the  extent  and  mider  circumstances 

17  specified  by  the  Secretaiy. 

18  "  {^)  The  requirement  m  paragraph  (3)  (B)  that  a  bill 

19  be  submitted  or  request  for  payment  be  made  by  the  close  of 

20  the  following  calendar  jear  shall  not  apply  if  (i)  failure  to 

21  submit  the  bill  or  request  the  payment  by  the  close  of  such 

22  year  is  due  to  the  error  or  misrepresentation  or  an  .ofiicer, 

23  employee,  fiscal  interaiediary,  carrier,  or  agent  of  the  De- 

24  partment  of  Health,  Education,  and  Welfare  performing 
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1  functions  under  this  title  and  acting  within  the  scope  of  his 

2  or  its  authorit}^,  and  (ii)  the  bill  is  suljmitted  or  the  payment 

3  is  requested  promptly  after  such  error  or  misrepresentation 

4  is  ehminated  or  corrected. 

5  "(E)  The  Secretar}^  shall  determine  separate  prevail- 

6  ing  charge  levels  for  each  State  with  two  or  more  localities 

7  in  accordance  with  the  criteria  prescribed  in  the  preceding 

8  provisions  of  this  paragraph  except  that  such  prevailing 

9  charge  level  shall  cover  50  per  centum,  instead  of  75  per 

10  centum,  of  the  charges  made  for  similar  services  in  such 

11  State.  -  ~  ' 

12  "  (^)  ^Notwithstanding  any  other  provision  of  this  para- 

13  graph,  any  charge  for  any  particular  service  or  procedure 
14-  performed  by  a  doctor  of  medicine  or  osteopathy  shall  be 

15  regarded  as  a  reasonable  charge  for  such  service,  if — 

16  (i)  such  service  or  procedure  is  performed  in  a 

17  physician  shortage  area  (which  has  been  designated  as 

18  such  by  the  Secretary) , 

19  •.  "  (ii)  such  physician  has  a  regular  practice  in  such 

20  '     area  and  he  first  established  such  practice  therein  after 

21  such  area  had  been  designated  by  the  Secretary  as  a 

22  physician  shortage  area,  and 

23  "  (iii)  such  charge  does  not  exceed  the  prevailing 

24  charge  level  for  such  service  or  procedure,  as  determined 

25  under  the  preceding  subparagraphs  of  this  paragraph.". 


53 

1  (2)  The  amendment  made  by  paragraph  (1)  shall  take 

2  effect  on  the  date  of  enactment  of  this  Act,  except  that  the 

3  provisions  of  the  second  sentence  of  paragraph  (3A)  (B) 

4  (ii)  of  section  1842  (b)  of  the  Social  Secmity  Act  and  para- 

5  graph  (3A)  (E)  of  such  section  (as  amended  by  paragraph 

6  (1)  of  this  subsection)  shall  be  effective  onl}^  to  determina- 

7  tions  made  under  section  1842(b)  (3A)  (B)    (i)  (II)  and 

8  (ii)  of  such  Act  for  fiscal  years  beginning  after  Septem- 

9  ber  30,  1976.  •  - 

]0  agree:\[i:xts  of  piiystctaxs  to  accept  assignment  of 


11  CLAIMS  '  ' 

12  Sec.  21.  (a)  (1)  Part  C  of  title  XVIII  of  the  Social 

13  Security  Act  is  amended  by  adding  immediately  after  section 

14  1867  the  following  new  .section :  .  .  - 

15  "agreements  of  physicians  to  accept  assignment  of 

16  CLAIMS  '             .  V  - 

17  "Sec.  1868.  (a)  For  purposes  of  this  section—  ' ' 

18  (  U   the  term  'participating  physician'  means  a 

19  doctor  f)f  medicine  or  osteopathy  wjio  lias  in  effect  ah 

20  agreement  entered  into  pursuant  to  this  section  (except 

21  that,  with  respect  to  any  claim  for  payment  under  this 

22  part  for  servic-es  perfomied  outside  the  United  States,  no 

23  pliysician  shall  be  considered  to  be  a  participating  phj^si- 

24  cian) ,  and 

25  "(2)  the  term  'nonparticipating  physician'  means 
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1  a  doctor  of  medicine  or  osteopathy  wlio  does  not  liave 

2  in  effect  sucli  an  agreement.  '  '  ■     ';  -      -  "  .  ^ 

3  "  (1>)  ( I )  Any  physician  who  desires  to  do  so  may  enter 

4  into  an  agreement  with  the  Secretary  under  this  section 

5  under  which  the  physician  agrees  to  accept,  with  respect  to 

6  any  service  performed  l)y  him  for  an  individual  who  is  en- 

7  rolled  under  pai't  B,  an  assignment  of  claim  (which  shall 

8  1)0  in  such  form  as  may  ho  prescril)ed  under  regulations  of 

9  the  Secretary)  the  terms  of  wliicli  provide  that — ■  '■•-i  "'  n 

10  "(A)  all  claims  whicli  such  individual  would,  ex- 

11  cept  for  such  assignment,  have  under  part  B  for  payment 

12  for  such  service  are  conferred  upon  such  physician  and 

13  such  physician  accepts  such  assignment  in  lieu  of  any 

14  such  payment,  and  ■  .  , 

15  "  (S)  ttie  reasonahle  charge  for  such  service  (as 

16  determined  umler  this  title)  will  he  the  full  charge 
1'^  therefor.                                              '  '^'^ 

18  "(2)  An  agreement  under  tliis  section  may  be  termi- 

19  nated  by  either  party  upon  thirty  days'  notice  to  the  other 

20  party  (filed  in  such  form  and  manner  as  may  be  prescribed 

21  in  regulations  of  the  Secretary) .  •  i:: 

22  "(b)  ISTotwithstanding  any  other  provision  of  this  title, 

23  no  payment  under  part  B  shall  be  made,  on  the  basis  of  an 

24  assignment  of  claim,  to  any  pliysician  for  or  on  account  of 


1  pli3"sicicins''  services  pei-formed  hy  liim,  if  siicli  plij^sician  is  a 

2  nonparticipating  physician. 

3  "  (c)  In  order  to  assure  the  expeditious  processmg  of 

4  claims  by  participatmg  physicians  for  services  performed  by 

5  them,  the  Secretary  shall  estabhsh  procedures  and  develop 

6  appropriate  fomis  under  which —  ,     .,  .,i  ,  v>.'     •  ., 

7  "  (1)  ^'"^ch  such  physician  will  submit  his  claims  on 

8  a  simplified  and  multiple-listmg'  l)nsis  rather  than  on  an 

9  individual  patient  basis,  '  <  r    ('  ■ 

10  "  (2)  there  will,  within  five  working  days  after  any 

11  particular  batch  of  such  claims  is  received  from  such  a 

12  physician,  bo  paid  to  him  an  amount  with  respect  thereto 

13  which  is  based  on  an  estimate  of  the  precise  amount  due 
(with  the  pa\nient  made  with  respect  to  any  such 

-'■'^  batch  of  claims  being  increased  or  reduced,  as  is  appro- 
priate,  on  account  of  any  prior  payment,  based  on  a 
previous  estimate,  being  greater  or  lesser  than  the  pre- 

■^^         cise  amount  due)  ;  and 

19  "  (3)  any  such  estimate,  with  respect  to  any  batch 

2^         of  such  claims  submitted  by  such  a  physician,  shall  be 
^■^         designed  to  assure  that  the  amount  thereof  is  not  less 
than  50  per  centum  of  the  amount  which  is  estimated  to 
))e  payable  hereunder  with  respect  thereto,  and  such 
^         estimate  shall  be  made  on  the  assumption  that  all  patients 
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^         witli  respect  to  whom  sncli  claims  relate  have  met  the 
2         deductible  imposed  by  section  1833  (b) . 
2         ''(d)  (1)  In  addition  to  other  payments  authorized  to  be 

^  made  to  carry  out  the  insurance  program  established  b}^ 

g  part  B  of  this  title,  there  are  hereby  authorized  to  be  made 

Q  such  payments  as  may  be  necessary  to  provide  for  the  pay- 

rj  ment  of  'administrative  cost-savings  allowances'  as  specified 

g  in  the  succeeding  provisions  of  this  subsection, 
g         "(2)  (A)  With  respect  to  each  batch  of  claims  sub- 
mitted  on  a  multiple-listing  basis  by  a  participating  physician 

-^^  in  accordance  with  the  procedures  established  pursuant  to 

^2  subsection  (c),  there  shall  (subject  to  subparagraph  (B)  ) 

-j^g  be  paid  to  such  physician,  an  administrative  cost-savings 

14.  allowance  equal  to  $1  multiplied  by  the  number  of  patients 

15  for  whom  payment  for  services  was  claimed  in  such  batch 

16  of  claims  and  any  such  amounts  shall  be  treated  as  an  ad- 

17  ministrative  expense  for  the  administration  of  the  insurance 

18  program  estabhshed  by  part  B  of  this  title.       '  * 

19  "(B)  Not  more  than  $1  shall  be  payable  under  sub- 

20  paragraph  (A)  to  a  physician  with  respect  to  any  particular 

21  patient  on  account  of  services  provided  to  such  patient  by 

22  such  physician  in  more  than  one  instance  in  any  week.  If  a 

23  physician  provides  to  a  patient  in  two  or  more  visits  services 

24  which  ordinarily  would  be  provided  in  a  single  visit,  then 
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1  not  more  than  $1  shall  be  payable  under  subparagraph  (A) 

2  with  respect  to  such  patient  on  account  of  such  services. 

3  "(e)  (1)  Notwithstanding  the  preceding  provisions  of 

4  this  section,  no  adniinisti'ative  cost-savings  allowance  shall 

5  be  payable  on  account  of  any  physicians'  services  performed 

6  in  a  hospital  for  an  individual  (whether  on  an  inpatient  or 

7  outpatient  basis)  unless — 

8  (A)  such  services  are  in  the  form  of  surgical  serv- 

9  ices  or  anesthesiological  services,  or  - 

10  "  (^)  such  services  are  physicians'  services  (other 

11  than  those  referred  to  in  subparagraph  (A) )  performed 

12  by  a  physician  (as  an  attending  or  considting  physician) 

13  whose  office  or  regular  place  of  practice  is  at  a  locale 

14  other  than  in  such  hospital, 

15  and  the  physician  concerned  ordinarily  bills  directly  (and 

16  not  through  such  hospital)  for  his  services,  and  no  adminis- 

17  trative  cost-savings  allowance  shall  be  payable  on  account 

18  of  services  which  consist  solely  of  laboratory  and  X-ray 

19  services  (or  either  of  such  services)  performed  outside  the 

20  office  of  the  physician  claiming  payment  therefor.". 

21  (2)  The  amendments  made  by  paragraph  (1)  shall 

22  take  effect  on  July  1,  1977. 

23  (b)  On  and  after  the  effective  date  of  the  amendments 

24  made  by  subsection  (a) ,  the  authority  contained  in  section 
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1  1842  (b)  (3)  (B)  (ii)  of  the  Social  Security  Act  shall  not  be 

2  applicable  to  participating  or  nonparticipating  physicians  as 

3  defined  in  section  1868  of  such  Act.  u./I  ^  j.) 

4  HOSPITAL-ASSOCIATED  PHYSICIANS 

5  ^  Sec.  22.   (a)  (1)  Section  1861  (q)  of  the  Social  Se- 

6  curity  Act  is  amended  by  adding  "(1)"  immediately  after 

7  "  (q)  "  J^nd  by  adding,  immediately  before  the  period  at  the 

8  end  thereof,  the  following:  " ;  except  that  such  term  does  not 

9  include  any  service  that  a  physician  may  perform  as  an 

10  educator,  an  executive,  or  a  researcher;  or  any  patient  care 

11  service  unless  such  service  (A)  is  personally  performed  by 

12  or  personally  directed  by  a  physician  for  the  benefit  of  such 

13  patient  and  (B)  is  of  such  a  natiu-e  that  its  performance  by 

14  a  physician  is  customary  and  appropriate",  •^acllo 

15  ,  ;    .   (2)  Section  1861  (q)  is  further  amended  by  adding  the 

16  following  new  paragraphs  at  the  end  thereof  iiIlt, . 

17  ..•^     "  (2)  In  the  case  of  anesthesiology  seiwices,  a  procedure 

18  would  be  considered  to  be  'personally  performed'  in  its  en- 

19  tirety  by  a  physician  only  where  the  physician  performs  the 

20  following  activities:    ;     ■*    r  -   -      ■  ■! 

21.  ; ,   ,  ' '    ,  "  (A)  preanesthetic  evaluation  of  the  patient; 

22  "  (^)  prescription  of  the  anesthesia  plan ; 

23  "(G)  personal  participation  in  the  most  demanding 

24  .       procedures  in  this  plan,  including  those  of  induction  and 

25  emergence; 
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2  ''(J))  following  the  course  of  anesthesia  adminis- 

2  tration  at  frequent  intervals ;  ^ 

3  "(E)  remaining  physically  available  for  the  im- 

4  mediate  diagnosis  and  ti'eatment  of  emergencies;  and 

5  "(I")   providing  indicated  postanesthesia  care: 

(3  Provided,  however,  That  during  the  performance  of  the  activ- 

7  ities  described  in  sul)paragraphs  (C),  (D),  and  (E),  such 

8  physician  is  not  responsible  for  the  care  of  more  than 

9  one  other  patient.  Where  a  physician  performs  the.  activities 

10  described  in  subparagraphs  (A),  (B),  (D),and  (E)  and 

11  another  individual  performs  the  activities  described  in  sub- 

12  paragraph  (C),  such  physician  will  be  deemed  to  have 

13  personally  directed  the  services  if  he  was  responsible  for  no 

14  more  than  four  patients  while  performing  the  activities  de- 

15  scribed  in  subparagraphs  (D)  and  (E)  and  the  reasonable 

16  charge  for  such  personal  direction  shall  not  exceed  one-half 

17  the  amount  that  w(jukl  have  been  payable  if  he  had  person- 

18  ally  peiiormed  the  procedure  in  its  entirety. 

19  (3)  Pathology  services  shall  be  considered  ^physicians' 

20  services'  only  where  the  pathologist  personally  performs 

21  acts  or  makes  decisions  with  respect  to  a  patient's  diagnosis 

22  or  treatment  which  require  the  exercise  of  medical  judgment. 

23  These  include  operating  room  and  clinical  consultations,  the 

24  required  interpretation  of  the  significance  of  any  material  or 

25  data  derived  from  a  human  being,  the  aspiration  or  removal 
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1  of  maiTOAv  or  other  materials,  and  the  admmistration  of  test 

2  materials  or  isotopes.  Such  services  shall  not  include  such 

3  services  as:  the  performance  of  autopsies;  and  services  per- 

4  formed  in  carrying  out  responsibilities  for  supervision,  quality 

5  control,  and  for  various  other  aspects  of  a  clinical  laboratory's 

6  operations  that  are  customarily  performed  by  nonphysician 

7  personnel.  '          ^  ' 

8  (3)  Section  1861  (b)  of  such  Act  is  amended —  ■'■ 

9  (A)  by  striking  out  "or"  at  the  end  of  paragraph 

10  (6), 

11  (B)  b}^  striking  out  the  period  at  the  end  of  para- 

12  graph  (7)  and  inserting  in  heu  of  such  period  " ;  or", 

13  and  Ll 

14  (C)  by  adding  at  the  end  thereof  the  following  new 

15  paragraph:  ^        '  - 

16  (8)  a  physician,  if  the  services  provided  by  such 

17  physician  are  not  physicians'  services  within  the  mean- 

18  ing  of  subsection  (q).". 

19  (b)  (1)  Section  1861  (s)  of  the  Social  Security  Act 

20  is  amended  by  adding  the  fohowing  sentence  at  the  end 

21  thereof:  "The  term  'medical  and  other  health  services'  shall 

22  not  include  the  services  described  in  paragraphs  (2)  (A)  and 

23  (3)  if  furnished  to  the  inpatients  of  a  hospital  unless  the 

24  Secretary  finds  that,  because  of  the  size  of  the  hospital  or  for 

25  some  other  reason  acceptable  to  him,  it  would  be  less  effi- 
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2  cieut  to  have  such  services  fiirnislied  by  such  hospital  (or  by 

2  others  under  arrangement  with  them  made  by  the  hospital) 

3  than  to  have  them  furnished  by  another  part}\". 

4  (2)  Section  1842  (b)  (3A)  of  such  xVct,  as  added  by 

5  section  20  of  this  Act,  is  amended  b}"  addmg  the  following 
(J  new  subparagTaphs  at  the  end  thereof:                     .  . 

7  (Gr)  The  charges  of  a  physician  or  other  person 

3  which  are  related  to  the  income  or  receipts  of  a  hospital 

9  or  any  subdivision  thereof  shall  not  be  taken  into  con- 

10  sideration  in  determining  his  customary  charge  pursuant 

11  to  subparagraph  (A)  to  the  extent  that  such  charges 

12  exceed  an  amount  equal  to  the  salary  which  would  rea- 

13  sonably  have  been  paid  for  such  services  (together  with 

14  any  additional  costs  that  would  have  been  incuiTcd  by 

15  the  hospital)  to  the  physician  performing  them  if  they 

16  had  been  perfonned  in  an  emplo3mient  relationship  ^dth 

17  such  hospital  plus  the  cost  of  such  other  expenses  (in- 

18  eluding  a  reasonable  allowance  for  traveltime  and  other 

19  reasonable  types  of  expense  related  to  any  differences 

20  in  acceptable  methods  of  organization  for  the  provision 

21  of  such  services)  incurred  by  such  physician,  as  the  Sec- 

22  retary  may  in  regulations  determine  to  be  appropriate.". 

23  (c)   Section  1861  (v)   of  the  Social  Security  Act  is 

24  amended  by  adding  at  the  end  thereof  the  following  new 

25  paragraph: 
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1  '       "(8)  (A)    Where  physicians'  services  are  furnished 

2  under  an  arrangement   (inchiding  an  arrangement  under 

3  which  the  physician  performing  such  services  is  compensated 

4  therefor  on  a  l)asis  which  is  related  to  the  amount  of  the  in- 

5  come  or  receipts  of  the  hospital  or  any  department  or  other 

6  sul)dlvision  thereof)  with  a  hospital  or  medical  school,  the 

7  amount  included  in  any  payment  to  such  hospital  under  this 

8  title  as  the  reasonable  cost  of  such  services  (as  furnished 

9  under  such  arrangement)  shall  not  exceed  an  amount  equal 

10  to  the  salar}^  which  would  reasonably  have  been  paid  for  such 

11  services  (together  with  any  additional  costs  that  would  have 

12  b'Cen  incurred  by  the  hospital)  to  the  i)hysician  performing 

13  them  if  they  had  been  performed  in  an  employment  relation- 
-^^  ship  with  such  hospital  (rather  than  under  such  arrange- 
-[5  ment)  plus  the  cost  of  such  other  expenses  (including  a  rea- 
Ig  sonable  allowance  for  traveltime  and  other  reasonable  types 
17  of  expense  related  to  an}^  differences  in  acceptable  methods 
28  of  organization  for  the  provision  of  such  services)  incurred 

by  such  physician,  as  the  Secretary  may  in  regulations  deter- 

20  mine  to  be  appropriate.".  •  -'        "  •  ■      '  ■  ^' ' 

21  ^  (d)  (1)  Section  1833  (a)  (1)  (B)  of  the  Social  Secu- 

22  rity  Act  is  amended  by  inserting  "(except  as  otherwise 

23  provided  in  subsection  (h)  )  "  immediately  after  "amounts 

24  paid  shall".      ^  '  - 

25  (2)  Section  1833  (b)  (2)  of  such  Act  is  amended  by 
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2  inserting  "  (except  as  otherwise  provided  in  subsection 

2  (li)  ) immediately  after  "amount  paid  shall". 

3  (3)  Section  1833  of  such  Act  is  further  amended  by 

4  adding-  at  the  end  thereof  the  following  new  subsection: 

5  "(h)  The  provisions  of  subsection  (a)  (1)  (B)  and 
Q  clause  (2)  of  the  first  sentence  of  subsection  (b)  shall  not 
rj  be  applicable  for  expenses  incm'red  for  services  referred 
g  to  therein  unless  the  ph3^sician  performing  such  services  has 
9  entered  into  an  agreement  with  the  Secretaiy  under  which 

such  2>h}'sician  agrees  to  be  compensated  therefor  on  the  basis 

11  of  an  assignment  the  terms  of  which  are  described  in  section 

12  1842(b)  (3)  (B)  (ii).". 

1^3  (e)  The  amendments  made  by  this  section  shall,  except 

14  for  the  amendment  made  by  subsection   (d),  apply  with 

15  respect  to  services  furnished  after  the  first  day  of  the  first 

16  accounting  period  joi  the  hospital  with  respect  to  which  such 

17  services  were  furnished  which  begins  after  the  month  follow- 

18  iug  the  month  of  enactment  of  this  Act.  The  amendment 

19  made  by  subsection  (d)  shall  be  effective  on  July  1,  1977. 

20  PAYMENT  FOE  PHYSICIANS'   SEEVICES  UNDEE  MEDICAID 

21  Sec.  23.  Section  1902  (a)  (13)  of  the  Social  Security 

22  Act  is  amended — 

23  ( 1 )  l)y  striking  out  "and"  at  the  end  of  clause  (E) 
2-1         thereof,  and 
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1  (2)  by  adding  after  such  clause  (E)  the  fohowmg 

2  new  clause: 

3  (F)  effective  July  1,  1977,  that  the  amount 

4  which  shall  he  paid  under  the  plan  for  any  physician 

5  service  provided  outside  of  a  hospital  setting  there- 
Q  under  shall  not  he  less  than  80  per  centum  of  the 

7  reasonable  charge  for  such  service  (as  determined 

8  under  title  XVIII)  ;". 

9  PAYMENT   FOE   CEETAIN   ANTIGENS    UNDER   PART   B  OF 

10  MEDICARE 

11  Sec.  24.  (a)  Section  1861  (s)  (2)  of  the  Social  Security 

12  Act  is  amended —  ■  - 

13  (1)  by  skiking  out  "and"  at  the  end  of  clause 

14  (C), 

15  (2)  by  inserting  '^and"  at  the  end  of  clause  (D) , 

16  and 

17  (3)  by  adding  after  clause  (D)  the  following  new 

18  clause: 

19  "(E)  antigens  (subject  to  quantity  limitations  pre- 

20  scribed  in  regulations  of  the  Secretary)  prepared  by  an 

21  allergist  for  a  particular  patient,  including  antigens  so 

22  prepared  which  are  forwarded  to  another  qualified  per- 

23  son  for  administration  to  such  patient,  from  time  to  time, 

24  b}^  or  under  the  supervision  of  another  physician ;".       i  v 

25  (]>)   The  amendment  made  by  subsection   (a)  shall 

26  be  applicable  with  respect  to  items  furnished  on  and  after 
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1  tlie  first  clay  of  tlie  first  calendar  month  which  begins  more 

2  than  thirty  days  after  the  date  of  enactment  of  this  Act. 

3  PAYMENT    rXDEE    MEDICAEE    OF    CEETAI2T  PETrSICIANS' 

4  FEES   OX   ACCOUXT   OF   SERVICES  FUENISHED   TO  A 

5  DECEASED  IXDmDrAL  ^ 

6  Sec.  25.  (a)  Section  1870(f)  of  the  Social  Secmity 

7  Act  is  amended,  in  the  matter  following  clause  (2)  thereof, 

8  by— 

9  (1)  inserting    (A)  "  inmicdiately  after     and  only 

10  if",  and 

11  (2)  Ijy  mserting  immediately  hefore  the  period  the 

12  following:  '\  or  (B)  the  spouse  or  other  legalty  desig- 

13  nated  representative  of  such  individual  requests  (in 

14  such  form  and  manner  as  the  Secretary  shall  by  regula- 

15  tions  prescribe)  that  payment  for  such  services  without 

16  regard  to  clause  (A)".  " 

17  (b)  The  amendment  made  by  subsection  (a)  shall  be 

18  effective  ^dth  respect  to  payments  made  on  and  after  the 

19  first  day  of  the  first  calendar  month  which  begins  more 

20  tban  thkty  days  after  the  date  of  enactment  of  this  Act. 

21  rEOHIBITION"  AGAINST  ASSIGNMENT  OF  FEES  BY     ' ' 

22  PHYSICIANS  AND  OTHEES 

23  Sec.  26.  (a)  Section  1842(b)  (5)  of  the  Social  Se- 

24  curity  Act  is  amended  by  adding  at  the  end  thereof  the  fol- 

25  lowing  nCAV  sentence:  ''Any  payment  for  a  service,  which 


66 

-j^  under  the  provisions  of  the  preceding  sentence  may  be  made 

2  directly  to  the  physician  or  other  person  fmiiishing  such 

3  service,  may  not  be  made  to  a  person  claiming  such  pay- 
^  ment  under  an  assignment,  including  a  power  of  attorney 
5  (other  than  an  assignment  established  by  or  pursuant  to  the 
Q  order  of  a  court  of  competent  jurisdiction  from  such  physician 
rj  or  other  person  furnishing  such  service)  ;  but  nothing  in  this 
g  paragraph  shall  be  construed  to  preclude  an}^  agent,  of  the 
Q  physician  or  other  person  furnishing  the  service,  from  re- 

20  ceiving  any  such  payment,  if  (but  only  if)  such  agent  does 

11  so  pursuant  to  an  agency  agreement  under  which  the  com- 

12  pensation  to  be  paid  to  the  agent  for  his  services  for  or  in  con- 
23  nection  with  the  billing  and/or  collection  of  any  such 

14  payment  is  unrelated  (directly  or  indirectly)  to  the  amount 

15  of  the  bilhng  and/or  payment  (or  the  aggregate  of  similar 

16  billings  and/or  payments),  and  is  not  dependent  upon  the 

17  actual  collection  of  any  such  payment  (or  the  aggregate 

18  of  such  payments) .     r-  ;,,-  ;,        ic  j    >  :  ^  h'^  ^  ; 

19  (b)  Section  1902  (a)  (32)  of  such  Act  is  amended — 

20  ;    ,    (1)  by  inserting  "  (A)  "  immediately  after  "provide 

21  ,^  ■   that",   \  y  .     ^.  r^...'>A  /V.  _ 

22  (2)   by  redesignating  clauses   (A)   and   (B)  as 

23  clauses  (i)  and  (ii) ,  respectively,  and     ^  , 

24  (3)  by  adding  inmiediately  before  the  semicolon 
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1  at  the  end  lliereof  tlie  following:      and  (B)  any  pa}'- 

2  ment  for  a  service,  wliieli  under  the  provisions  of  snb- 

3  paragTaph  (A)  ma}'  he  made  directly  to  the  physician 

4  or  other  person  fmTiishing  such  service,  may  not  be  made 

5  to  a  person  clamimg  such  payment  under  an  assign- 

6  ment,  including  a  power  of  attorney  (other  than  an  as- 

7  signment  established  l)y  or  pursuant  to  the  order  of  a 

8  court  of  competent  jurisdiction  from  such  physician  or 

9  other  person  furnishing  such  service)  ;  but  nothing  in 

10  this  paragraph  shall  be  construed  to  preclude  any  agent, 

11  of  the  physician  or  other  person  furnishing  the  service, 

12  from  receiving  any  such  pa^-ment,  if  (but  only  if)  such 

13  agent  does  so  pursuant  to  an  agency  agreement  under 

14  which  the  compensation  to  be  paid  to  the  agent  for  his 

15  services  for  or  in  connection  with  the  billing  and/or 

16  collection  of  any  such  payment  is  um'elated  (dhectly  or 

17  indirectly)  to  the  amoimt  of  the  pajmient  (or  the  ag- 

18  gregate  of  similar  billings  and/or  payments)  and  is  not 

19  dependent  upon  the  actual  collection  of  any  such  pay- 

20  ment  (or  the  aggTegate  of  such  payments) .". 

21  (c)  The  amendments  made  by  this  section  shall  take 

22  effect  on  the  fii'st  day  of  the  first  calendar  month  which  begins 

23  not  less  than  sixty  days  after  the  date  of  enactment. 
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1  EEIMBUESEMENT  EATES  UNDEE  MEDICAID  FOE  SKILLED 

2  NUESING  AND  INTEEMEDIATE  CAEE  FACILITIES 

3  Sec.  30.  Section  1902(a)  (13)  (E)  of  the  Social  Se- 

4  ciirity  Act  is  amended  by  inserting  "  (and  which  may,  at  the 

5  option  of  the  State,  inckide  a  reasonable  profit  for  the  facil- 

6  ity)  "  immediately  after  "cost  related  basis".  ■ 

7  MEDICAID    CEETIFICATION   AND   APPEOVAL    OF  SKILLED 

8  NUESING  FACILITIES 

9  Sec.  31.  (a)  Section  1910  of  the  Social  Secm'ity  Act  is 

10  amended  to  read  as  follows :  '  i  ■  ■  ' 

11  ''CEETIFICATION  AND  APPEOVAL  OF  SKILLED  NUESING 

12  FACILITIES 

13  ''Sec.  1910.  (a)  The  Secretary  shall  make  an  agree,- 

14  ment  with  any  State  which  is  able  and  willing  to  do  so  under 

15  which  the  services  of  the  State  health  agency  or  other  appro- 

16  priate  State  or  local  agencies  (whichever  are  utilized  by  the 

17  Secretary  pursuant  to  section  1864(a)  )  wiU  be  utilized  by 

18  him  for  the  purpose  of  determming  whether  an  institution 

19  in  such  State  qualifies  as  a  skilled  nursing  facility  for  purposes 

20  of  section  1902  (a)  (28).  To  the  extent  that  the  Secretary 

21  finds  it  appropriate,  any  institution  which  such  a  State  or 

22  local  agency  certifies  to  him  to  be  a  skilled  nursing  facility 

23  may  be  treated  as  such  by  the  Secretary. 

24  ''(b)  The  Secretary  shall  advise  the  State  agency  ad- 

25  ministering  the  medical  assistance  plan  of  his  approval  or 
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1  disapproval  of  Any  institutiou  certified  to  liim  as  a  qualified 

2  skilled  nursing  facility  for  puq^oses  of  section  1902  (a)  (28) 

3  and  specify  for  each  such  institution  the  period  (not  to  ex- 

4  ceed  twelve  months)  for  which  approval  is  granted,  except 

5  that  the  Secretar}^  may  extend  such  term  for  a  period  not; 

6  exceeding  two  months,  where  the  health  and  safety  of 

7  patients  will  not  he  jeopardized  thereby,  if  he  finds  that  such 

8  extension  is  necessar}^  to  prevent  irreparable  harm  to  such 

9  facility  or  hardship  to  the  individuals  being  furnished  items 

10  or  services  by  such  facility  or  if  he  finds  it  impracticable 

11  within  such  twelve-month  period  to  determine  w^hether  such 

12  facility  is  complj'ing  with  the  provisions  of  this  title  and 

13  regulations  thereunder.  The  State  agenc}^  m^j  enter  into  an 

14  agreement  for  the  provision  of  services  and  the  making  of 

15  pa}Tnents  under  the  plan  with  any  skilled  nursing  facility 

16  approved  by  the  Secretary  for  a  period  not  to  exceed  the 

17  period  of  approval  specified.   •    ■.  i  . -  /  .  , 

18  "(c)  The  Secretary  may  cancel  the  approval  of  any 

19  skiUed  nursing  facility  at  any  time  if  he  finds  that  the  skilled 

20  nursing  facihty  fails  to  meet  the  requirements  contained  in 

21  section  1902  (a)  (28) ,  or  if  he  finds  grounds  for  termination 

22  of  his  agreement  wdth  such  institution  pursuant  to  section 

23  1866  (b) .  In  such  event  the  Secretary  shall  notify  the  State 

24  agency  and  the  skilled  nursing  facihty  that  the  approval  of 

25  eligibility  of  such  institution  to  participate  in  the  programs 
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1  established  by  this  title  and  title  XVIII  shall  be  terminated 

2  at  such  time  as  may  be  specified  by  the  Secretaiy.  The  ap- 

3  proval  (tf  eligibihty  of  any  such  institution  to  participate  in 

4  such  programs  may  iiot  l)e  reinstated  unless  the  Secretary 

5  finds  that  the  reason  for  termination  has  been  removed  and 

6  there  is  reasonable  assurance  that  it  will  not  recur. 

7  "(d)  EfTective  July  1,  1977,  no  payment  may  be  made 

8  to  any  State  under  this  title  with  respect  to  skilled  nursing 

9  facility  services  furnished  by  any  institution — 

10  "(f)  which  does  not  have  in  effect  an  agreement 

11  with  the  State  agency  executed  pursuant  to  subsection 

12  (b),or 

13  "  (2)  whose  approval  of  ehgibility  to  participate  in 

14  the  programs  established  by  this  title  or  title  XVIII 

15  lias  been  terminated  by  the  Secretary  and  has  not  been 

16  reinstated,  except  that  payment  may  be  made  for  up  to 

17  thirty  days  with  respect  to  skilled  nursing  facility  serv- 

18  ices  furnished   to  any  eligible  individual  who  was 

19  admitted  to  such  institution  prior  to  the  effective  date 

20  of  such  termination.".  * 

21  CEITEEIA  UNDER  ]\IEI)I(^ATD  PE0GEA1\I  FOE  DETEE MINING 

22  EEASONABLE     VALUE     OF     CEETAIN  TEANSPEEEED 

23  FACILITIES 

24  Sec.  82.  (a)  Section  1902  (a)  (13)  of  the  Social  Secu- 

25  rity  Act  is  amended — 
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1  (i)  ill  clause  (D)  thereof,  by  inserting  ''and  siib- 

2  section  (g)  ''  immediately  after  "section  1122",  and 

3  (2)  in  clause  (E)  thereof,  l)y  inserting  consistent 

4  with  sul)secti()n  (g) immediately  after  "methods  and 

5  standards". 

6  (h)  Section  1902  of  such  Act  is  further  amended  hy 

7  adding  at  the  end  thereof  the  following  new  subsection: 

8  "  i'^)  '^'^c  reasonable  value  of  any  facilit}'  or  organiza- 

9  tion  (which  is  a  hospital,  skilled  nursing  facility,  inter- 
IQ  mediate  care  facility,  or  other  health  care  organization) 

11  shall,  for  purposes  of  determining  allowal)le  depreciation,  In- 

12  terest  or  lease  expense,  and  any  related  capital  items  of 

13  cost,  be  determined  in  accordance  with  the  criteria  employed 

14  under  title  XVIII  for  determining  the  reasonable  value  of 

15  such  a  facility  or  organization  for  such  purpose  for  the  period 

16  following  a  change  of  ownership  (whether  by  sale,  lease,  or 

17  oilier  transfer)  of  the  facility  or  organization  of  the  business 

18  which  operates  the  facility  or  organization,  if,  during  any 

19  period  prior  to  such  change  of  ownership,  such  facility  or 

20  organization  provided  (or  arranged  for)  services  for  ^vhicli 

21  pa3'ment  was  made  imder  a  State  plan  approved  under  this 

22  title.". 

23  (b)  The  amendment  made  by  subsection  (a)  shall  be 

24  apphcal)le  to  facilities  or  organizations  the  ownership  of 

25  which  is  changed  after  Jtine  30,  1976. 
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^  VISITS  AWAY  FEOM  INSTITUTION  BY  PATIENTS  OF  SKILLED 
9  NURSING  OE  INTEEMEDIATE  CARE  FACILITIES 

3  ^  Sec.  33.  Section  1903  of  the  Social  Security  Act  is 
^   amended  by  adding  at  the  end  thereof  the  following  new 

subsection:  '.'''>\ri.. 
Q         "  (1)  In  the  administration  of  this  title,  the  fact  that  an 
rj    individual,  who  is  an  inpatient  of  a  skilled  nursing  facihty  or 
g    an  intermediate  care  facihty,  absents  himself  therefrom  to 
Q    make  visits  outside  the  institution  shall  not  be  regarded  as 
conclusively  indicating  that  such  individual  is  not  in  need 
2X    of  the  services  which  such  facility  is  designed  to  provide; 
12    but  such  visits,  and  the  frequency  and  length  thereof,  shaU 
be  taken  into  account,  together  with  other  evidence,  in  deter- 
1-i    mining  whether  such  individual  is  in  need  of  such  services.". 

15  PEOCEDUEES  FOE  DETEEMINING  EEASONABLE   COST  AND 

16  EEASONABLE    CHAEGE;    DISCLOSUEE    OF  OWNEESHIP 

17  AND  FINANCIAIj  INFOEMATION  '  i  •  : 

18  Sec.  40.  (a)  Part  A  of  title  XI  of  the  Social  Security 

19  Act  is  amended  by  adding  after  section  1132  thereof  (as 

20  added  by  section  11   of  this  Act)    the  following  new 

21  section:     V'W  '''''l  '^i*^^^     ■■'-'^■'^  'htm.  ■ 
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2  "PEOCEDUEES  FOE  DETEEMIXIXG  EEASOXAELE  COST  AND 

2  .EEASOXABLE    CHARGE;    DISCLOSUEE    OF  OWNEESHIP 

3  AXD  FINANCIAL  IXFOEMATIOX  .  uf  ,; 

4  "Sec  1133.   (a)  (1)  In  cletermming,  for  piu'poses  of 

5  ascertaining  the  amount  of  any  payment  for  a  health  service, 
g  or  services  fiu'nished  under  title  XVIII,  under  a  program 
rj-  estahhshed  pursuant  to  title  V,  or  under  a  State  plan  ap- 
g  proved  under  title  XIX,  when  such  payment  is  hased  on 
9  the  reasonalde  cost  or  reasonable  charge  for  such  service  (or 

10  services),  no  element  comprising  any  part  of  such  cost  or 

11  charge  shall  be  considered  to  be  reasonable  if,  and  to  the 

12  extent  that,  such  element  is —     u: -nii     ;  .  !..,-,;[       ,  , 

13  "  (A)  a  commission,  finder's  fee,  or  for  a  similar 
1-1  arrangement,  or  ■  i  ,  ^ 
15  "  {^)  amount  payable  for  any  facility  (or  part 
IG         or  activity  thereof)  under  any  rental  or  lease  arrange^ 

17  ment  '  '  '  ;  1  n'fi.!.»!i  y-!.: \  i, 

18  which  is,  directly  or  indirectl}'',  determined,  wholly  or  in 

19  part  as  a  per  centum,  fraction,  or  portion  of  the  charge  or 

20  cost  attributed  to  any  health  service  (or  health  services) 

21  (other  than  such  element)  or  any  health  service  (or  health 

22  services)  including,  but  not  limited  to,  such  element. 
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2         "(2)  The  Secretary  shall  hy  regulations  provide  that, 

2  ill  (leteriiiining-  the  reasonable  charge  or  reasonable  cost  of 

3  any  health  service  (lor  purposes  of  title  XVIII,  any  pro- 

4  gram  established  pursuant  to  title  V,  or  any  State  plan 
g  approved  under  title  XIX),  aj^pi'opriate  account  will  be 
(3  taken  of  the  relationship  l)etween  direct  and  indirect  ovcr- 
rj  head  costs  and  the  direct  costs  involved  with  the  provision  of 
g  such  service,  and,  in  connection  with  the  making  of  any  such 
g  determination  with  respect  to  any  such  service,  there  shall 

jQ  be  included  as  a  part  thereof  an  indication  of  the  ratio  of 

^-[^  such  overhead  costs  with  respect  to  such  service  and  the  total 

22  costs  involved  in  the  fuiriishing  of  such  service.         "•^xo  r- 

23  "(b)  (1)  The  Secretary  shall  by  regulation  establish 

14  procedures  whereby,  in  the  administration  of  title  XVIII, 

15  programs  established  pursuant  to  title  V,  and  State  plans  ap- 

16  proved  under  title  XIX,  there  will  be  review  and  advance 

17  approval  of  any  contract  which —  . 

18  "(^)  constitutes  an  element  of  cost  of  any  health 

19  service  for  which  payment  is  authorized  under  title 

20  XVIII,  a  program  established  pursuant  to  title  V,  or  a 

21  State  plan  approved  under  title  XIX;  i" 

22  "  (B)  is  a  consulting,  management,  or  service  con- 

23  tract;  and 

24  "  (C)  involves  payments  with  respect  to  any  con- 
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2  secimve  period   of  twelve  monflis  which  aggregate 

2  $10,000  or  more. 

3  "  (-)  Such  procedure  shall  provide  that  advance  ap- 

4  proval  of  such  a  contract  will  be  given  only  if — 

5  "  (A)  the  services  to  l)e  furnished  thereunder  are 
(j  found  to  be  services  which  may  appropriately  l)o  fur- 
7  nished  on  a  contract  basis;      •     * -      ;  ■ 

g  "  (B)  the  contracting  party  is  (|unlificd  to  furnish 

9  the  services  called  for  under  such  conti'act; 

10  "  {^)  tli<^'  conti'act  ])i'icc  for  the  services  cahed  for 

11  thereunder  is  reasonable;  and 

32  (1^)  J>ii.y  part  of  the  pa\  iiient  called  lor  under  the. 

13  contract  is  to  be  paid  iu  advance,  the  amount  of  the  pay- 

14  ment  will  ))e  based  ou  the  needs  of  the  contracting  part}^ 

15  for  tlie  advance  payment.  ;  •  ?->'.ii"jb-v> 

16  "(c)  ( 1 )  The  Secretary  shall  ))y  regulations  (or  l»y  con- 
T7  tract  provision)  provide  that  any  entity  (other  than  a  puldic 

18  agency)  wdiich  is — 

19  "(-^)      provider  of  services  which  furnishes  serv- 

20  ices  with  respect  to  w^hich  payment  is  claimed  under  title 

21  XVIIl,  under  any  program  estabhshed  pursuant  to  title 

22  V,  or  under  a  State  plan  approved  under  title  XIX ;  or 

23  "  {^)  ^  V^^'^y  ^0      agreement  with  the  Secretary 

24  entered  into  pursuant  to  section  1816  or  1842  (a)  ; 
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1  shall  promptly  comply  with  any  request,  made  by  the  Sec- 

2  retary  or  the  Comptroller  General  of  the  United  States  for 

3  any  or  all  of  the  following:    • T^'DD-inj  .4  )1; 

4  "  (0)  fuU  and  complete  information  as  to  the  iden- 

5  tity  (i)  of  each  person  having  (directly  or  indirectly) 

6  an  ownership  interest  of  1  per  centum  or  more  in  such 

7  entity  or  who  is  the  owner  (in  whole  or  in  part)  of  any 

8  mortgage,  deed  of  trust,  note,  or  other  obligation  secured 

9  (in  whole  or  in  part)  by  such  entity  or  any  of  the  prop- 

10  ■  erty  or  assets  thereof,  (ii)  in  case  such  entity  is  orga- 

11  nized  as  a  corporation,  of  each  officer  and  director  of  the 

12  corporation,  and  (iii)  m  case  such  entity  is  organized  as 

13  J      a  partnership,  of  each  partner;      dI  ^\ 

14  .  '•■f     (D)  full  and  complete  information  as  to  any  busi- 

15  ness  dealings  between  such  entity  and  persons  referred 

16  to  in  clause  (C),and  '               '1 )  • 

17  M  •.  "(E)   a  consolidated  certified  costs  report  with 

18  respect  to  its  costs  and  charges,  including  costs  and 

19  i  charges  of  related  organizations  (as  that  term  is  em- 
20i  ployed  for  purposes  of  title  XVIII) . 

21  "  (2)  (A)  If  at  the  close  of  the  sixty-day  period  which 

22  begins  on  the  date  a  request  (as  described  in  paragraph  ( 1 )  ) 

23  is  made  of  an  entity  described  in  paragi'aph  (1)    (A)  or 

24  (B) ,  such  request  has  not  been  fully  complied  with,  then — ■ 

25  "(i)  in  case  such  entity  is  an  entity  described  in 
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1  paragraph   (1)  (A),  the  Secretary  shall  notify  such 

2  entity  that  no  pajment  will  be  made  to  such  entit}^  under 

3  title  XVIII,  and  no  Federal  funds  shall  be  available  with 

4  respect  to  any  expenditiu'es  made  under  or  pursuant  to 

5  title  V  or  XIX  (or  a  program  or  plan  approved  there- 

6  under) ,  for  or  on  accoimt  of  any  services  furnished  by 

7  such  entity  on  or  after  the  first  calendar  month  wliicb 

8  begins  not  less  than  thirty  days  after  the  date  such  notice 

9  is  sent,  and  •  '                '  i)  - 

10  "(^'0       case  such  entity  is  an  entity  described  in 

11  paragTaph   (1)  (B),  the  Secretary  shall  notify  such 

12  entity  that  any  agreement  between  such  entity  and  the 

13  Secretaiy  entered  into  pursuant  to  section  1816  or  sec- 

14  tion  1842  is  terminated  effective  on  the  first  day  of  the 
'l5  first  calendar  mouth  which  Ijcgins  not  less  than  thirty 

15  days  after  the  date  such  notice  is  sent.  i  ' 
17  In  case  the  Comptroller  General  makes  a  request  (as  de- 
Ig  scribed  in  paragi'aph  ( 1 )  )  which  is  not  complied  with  prior 

to  the  sixty-day  period  described  in  paragraph  (2) ,  then  he 

20  s;hall,  at  the  earliest  practicable  date  after  the  close  of  such 

21  period,  advise  the  Secretary  of  that  fact  that  such  request 

22  was  made  by  him  and  was  not  complied  with  within  such 

23  period,  so  as  to  enable  the  Secretary  to  notify  the  entity  in- 
21  vol ved  as  provided  in  sul)paragTaph  (A)    (i)  or  (ii). 

25  "(B)  Notwithstanding  any  other  provision  of  law — 
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1  '  ■  (i)  loayments  otherwise  aiitliorized  to  be  made 

2  under  title  XVIII,  and  Federal  funds  otherwise  avail- 

3  able  with  respect  to  expenditures  under  or  pursuant  to 

4  title  V  or  XIX  (or  a  program  or  plan  approved  there- 

5  under)  shall  be  subject  to  the  limitations  referred  to  in 

6  a  notice  sent  by  the  Secretaiy  pursuant  to  subparagraph 

7  (A)  (i),and 

8  (ii)  agreements  referred  to  in  subparagraph  (A) 

9  (ii)  shall  be  tenninated  as  indicated  by  the  Secretary 

10  in  a  notice  sent  by  him  pursuant  to  subparagraph 

11  (A)(n), 

12  except  that  the  Secretaiy,  for  good  cause  shown,  may  termi- 

13  nate  the  application  of  such  limitation  after  it  has  been  in 

14  effect  for  not  less  than  three  months.  Whenever  an  agree- 

15  ment  between  the  Secretary  and  any  entity  is  terminated 
1^  pursuant  to  clause  (ii)  of  the  preceding  sentence,  the  Sec- 
1'^  retary  shall  not  enter  into  another  agreement  with  such 
1^  entity  under  section  1816  or  section  1842  sooner  than 
1^  three  months  after  such  agreement  was  so  terminated. 

20  "(d)  Xotwithstanding  any  other  provision  of  law —  .. 

21  ''(1)  no  payment  shall  be  made  under  title  XVIII, 

22  .     and  ; 

23  "  (2)  no  Federal  funds  shall  be  available  under  title 

24  V  or  XIX  with  respect  to  expenditures  made  under  a 

25  State  program  or  plan  approved  thereunder, 

26  for  goods  and  services  furnished;  on  or  after  the  first  day 
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1  of  the  first  calendar  mouth  which  hegins  not  less  than  nmety 

2  days  after  the  date  of  enactment  of  this  suhsection,  to  a 

3  patient  (directly  or  indirectly)  hy  any  entity  which  is  an 

4  independent  pharmacy  or  laboratory  unless  there  is  in  effect 

5  an  agTeement  between  such  entit}^  and  the  Secretary  or  in 

6  the  case  of  title  XIX  the  State  agency  under  which  such 

7  entity  agrees  to  provide  to  the  Secretary  (or  any  authorized 

8  ofiicer  or  employee  of  the  Department  of  Health,  Education, 

9  and  Welfare)  reasonable  access  to  the  books  and  records 

10  thereof  which  pertain  to  the  provision  of  billing  and  pay- 

11  ment  for  goods  and  services  supplied  or  rendered  by  such 

12  entity.". 

13  (b)  The  amendments  shall,  except  as  otherwise  speci- 

14  fiod  therein,  take  effect,  in  the  case  of  a  provider,  for  fiscal 

15  years  beginning  on  or  after  July  1,  1976  and,  in  the  case 

16  of  any  other  person  on  July  1,  1976.  ■•■•■i       '  w    ■  > 

17  rOK  PAYMENTS  UNDER  MEDICAID  TO 

18  HEALTH  MAINTENANCE  ORGANIZATIONS  '-.i 

19  Sec.  41.  Section  1903  of  such  Act  is  amended  by  insert>- 

20  ing  at  the  end  thereof  the  following  new  subsection : 

21  "  (m)  Payment  under  the  preceding  provisions  of  this 

22  section  shall  be  made  with  respect  to  any  amount  expended 

23  dming  calendar  quarters  commencing  after  December  31, 

24  1976,  by  a  State  as  payment  on  a  per  capita  or  similar  basis 

25  for  the  provision  of  medical  assistance  only  if — 
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X  '  : :  "(1)  the  entity  to  which  such  payment  is  made 
'  2  '^      meets  the  definition  of  a  lieakh  maintenance  organiza- 

'  S  tion  contained  in  section  1876  as  amended, 

4  't:  "  (2)  of  the  enrolled  members  of  such  entity  not  less 

5  than  (A)  50  per  centum  of  such  members   (in  case 

6  such  entity  is  not  an  entity  described  in  clause  (B)  ) 

;  7  are  individuals  who  are  neither  entitled  to  benefits  under 

8  title  XVIII  nor  eligible  for  medical  assistance  under  the 

9  State  plan  approved  under  this  title,  or  (B)  in  case 

10  such  entity  serves  a  geographic  area  in  which  indi- 

11  viduals  (referred  to  in  clause  (A)  )  constitute  less  than 

12  50  per  centum  of  the  total  population,  a  per  centum. 

13  equal  to  whichever  of  the  following  is  the  larger:  (i)  a 
11  per  centum  of  such  mem)jers  equal  to  the  per  centum  of 

15  such  total  population  which  consists  of  such  individuals, 

16  or  (ii)  25  per  centmn  of  such  members;  and 

17  .    .  -     ''(3)  such  payment  is  made  under  a  contract  or 

18  other  arrangement  which  has  been  approved  in  advance 

19  by  the  Secretary  and  which  meets  requirements  imposed 

20  by  regulations  which  the  Secretary  shall  prescribe  for  the 

21  purpose  of  assuring  that  payments  by  a  State  on  a  per 

22  capita  or  similar  basis  for  the  provision  of  medical  assist- 

23  ance  are  subject  to  sul)stantially  the  same  requirements 

24  as  those  imposed  by  subsections  (a)  and  (i)  of  section 

25  1876  with  respect  to  title  XVIII.". 
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1  AMBULANCE  SEEVICE 

2  Sec.  42.  (a)  Section  1861  (s)  (7)  of  the  Social  Security 

3  Act  is  ameiidetl  by  inserting:  ■  i; 

4  (Including  ambulance  service  to  the  nearest  hos- 

5  pital  which  is:  (a)  adequately  equipped  and  (b)  has 

6  medical  personnel  qualified,  m  the  opinion  of  the  hospital, 

7  to  deal  with,  and  available  for  the  treatment  of,  the  in- 

8  dividual's  illness,  injury,  or  condition)  "  immediate^ 

9  after  "ambulance  service".  i^i-.  ,? 

10  (1))  The  amendment  made  by  subsection  (a)  shall  be 

11  applicable  with  respect  to  services  furnished  on  and  after 

12  the  first  day  of  the  first  calendar  month  which  begins  after 

13  the  date  of  enactment  of  this  Act. 

14  CRAXTS   TO  EEGIOXAL  PEDIATEIC  PULMOX.UJY  CENTERS 

15  Sec.  43.  (a)  Section  511  of  the  Social  Security  Act  is 

16  amended — 

17  (1)  by  inserting  "(a)"  inmiediately  after  "Se€. 

18  511.",  and 

19  (2)  l>y  adding  at  the  end  of  such  section  the  fol- 

20  lowing  new  subsection : 

21  '"'(b)  (i)   From  the  smns  available  under  paragraph 

22  (2),  tlie  Secretary  is  authorized  to  make  grants  to  public 

23  or  nonprofit  private  regional  pediatric  respiratory  centers, 

24  which  are  a  part  of  (or  are  affifiated  with)  an  institution  of 

25  higher  learning,  to  assist  them  in  carrying  out  a  program  for 
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1  the  training'  and  instruction   (through  demonstrations  and 

2  otherwise)  of  health  care  personnel  in  the  prevention,  diag- 

3  nosis  and  treatment  of  respiratory  diseases  m  childi'en  and 

4  young  adults,  and  in  providing  (thi'ough  such  program) 

5  needed  health  care  services  to  children  and  young  adults 

6  suffering  from  such  diseases.  ; 

7  (2)  For  the  purpose  of  making  grants  under  this  sub- 

8  section,  there  is  authorized  to  be  appropriatecl,  for  the  fiscal 

9  year  ending  September  30,  1977,  and  each  of  the  next  foiu- 

10  succeeding  fiscal  years,  such  sums  (not  in  excess  of  $5,- 

11  000,000  for  any  fiscal  year)  as  may  be  necessary.  Sums 

12  authorized  to  be  appropriated  for  any  fiscal  year  under  this 

13  subsection  for  making  grants  for  the  pui'poses  referred  to  in 

14  paragraph  (1)  shall  be  in  addition  to  any  sums  authorized 

15  to  be  appropriated  for  such  fiscal  year  for  similar  purposes 

16  under  other  provisions  of  this  title.".  • 
17_         (b)  Section  502  (2)  of  such  Act  is  amended  by  insert- 

18  ing  "  (a)  "  inmiediately  after  "511".      "       '  ' 

19  EESOUECES  OF  MEDICAID  APPLICANT  TO  INCLUDE  CERTAIN 

20  PEOPEETT  PEEVIOUSLT  DISPOSED  OF  TO  APPLICANT'S 

21  EELATIVE  FOE  LESS  THAN  MAEKET  VALUE 

22  Sec.  44.  (a)  Section  1902(a)  (17)  of  the  Social  Se- 

23  curity  Act  is  amended  by  stiiking  out  ''and  (D)  "  and  in- 

24  serting  in  lieu  thereof  the  following:  ''(D)  provide  that,  in 

25  determining  the  amount  of  the  resources  of  any  individual 
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1  wlio  is  an  applicant  or  recipient  of  medical  assistance  under 

2  the  State  plan,  there  shall  (in  addition  to  all  resources  ac- 

3  tuall}^  owned  by  the  individual)  be  mcluded  an  amount 

4  equal  to  the  current  market  value  of  any  property  of  such 

5  indi\ddual  if  and  to  the  extent  that,  withua  the  one-year 

6  period  immediately  preceding  the  date  the  deteimmation  is 

7  made,  such  property  was  disposed  of  to  a  relative  of  such 

8  individual  for  less  than  fair  market  value,  and  (E) 

9  PEXALTT   FOE    DEFEAUDIXG    MEDICAEE    AND  MEDICAID 

10  PEOGEAMS 

11  Sec.  45.  (a)  Section  1877(b)       the  Social  Security 

12  Act  is  amended — 

13  (1)  by  striking  out  ''misdemeanor"  and  inserting 
11  in  lieu  thereof  ''felony",  and 

15  (2)  by  strikhig  out  "one  year"  and  inserting  in 

16  lieu  thereof  "two  years". 

17  (b)  Section  1909  (b)  of  such  Act  is  amended — 
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(1)  by  striking  out  "misdemeanor"  and  inserting 
in  lieu  thereof  "felony",  and 

(2)  by  striking  out  "one  year"  and  inserting  in  lieu 
thereof  "two  years". 
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